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Ampa Group — 


The newest member of Dorel Juvenile. 


During the first quarter of 2003 Dorel completed 
its largest-ever acquisition. Ampa Group is 
universally known in France for its high quality, 
innovative products sold under the Bébé Confort, 
Babidéal, MonBébé and Baby Relax brands. All 

are well-recognized and have a commanding market 
share in Europe with long-established distribution 
channels through independent retailers and mass 


Juvenile _ Home Furnishings merchants. Products, in all price categories, include 
a ai cy prams, strollers, car seats, high chairs, beds, play 


Dorel Juvenile Group, North America Cosco Home & Office Dorel Home Products 

Dorel Juvenile Group, Europe | Ameriwood Ridgewood yards, safety aids, apparel as well as feeding 

Ampa Group | Charleswood Dorel Asia | accessories. The Ampa Group is highly profitable. 
TT Se ae ee ee Sales for the fiscal year ended September 30, 2002 

Infant car seats; Strollers; High chairs; Playpens; Toddler beds; Metal folding furniture; Step stools; Ladders; Futons; were approximately $US187 million. It has manu- 


Early learning/infant health/safety aids Imported furniture items 


facturing facilities in France, Italy and Portugal 


|  Office/home office furniture; Entertainment units 
| and employs over 1,000 people. 
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INDUSTRIES CHARLESWOOD J 
Mass merchants; Department stores; 


Hardware/home centers; Specialty boutiques 
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Mass merchants; Furniture stores; 
Hardware/home centers; Office superstores Segmented Information 
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Please note that as of fiscal 2003, Dorel is 
modifying the reporting of its operating segments. 
The Ready-to-Assemble and Home Furnishing 
High Point, North Carolina Mississauga, Ontario High Point, North Carolina Mississauga, Ontario segments are now combined under Home 

Sa a a a aS | Furnishings. The operating units within these 


Canton, Massachussetts Columbus, Indiana | Columbus, Indiana St. Louis, Missouri 
Cholet, France Helmond, Holland 


Columbus, Indiana Montreal, Quebec | Columbus, Indiana Montreal, Quebec 

Greenwood, Indiana Ontario, California Cornwall, Ontario Ontario, California two segments have increasingly become integrated 
itn A ae ae Ce | Dowagiac, Michigan Tiffin, Ohio in both the way they are operated and reported 
Cholet, France Sabadell, Spain Greenwood, Indiana Wright City, Missouri internally. 
Helmond, Holland Telgate, Italy : 

Lausanne, Switzerland Thetford, United Kingdom 

Machelen, Belgium Villa do Conde, Portugal 


Norfolk, United Kingdom 


Sales 
Cost of sales 


Gross profit 
as percent of sales 


Operating expenses 


Restructuring costs 
and other one-time charges 


Pretax earnings 
as percent of sales 


Income taxes 


‘Net earnings from continuing operations 
as percent of sales 


Income (loss) from discontinued operations 


Net earnings 
as percent of sales 


Earnings per share from continuing operations 
Basic * 
Fully diluted * 


Earnings per share 
Basic * 
Fully diluted * 


Book value per share at end of year ** 


2002 


992,073 
760,423 


231,650 
23.4 % 


145,956 


85,694 
8.6 % 


24,099 


61,595 
6.2 % 


2001 


916,769 
718,123 


\ 
198,647 \ 
21.7 % 


147,354 


20,000 


31,293 
3.4% 


4,731 


26,562 


29% 


(1,058 ) 


25,504 
2.8 % 


0.94 
0.93 


0.91 
0.89 


7.52 


2000 


757,540 
582,741 


174,799 
23.1 % 


127,356 


12,037 


35,406 
47% 


5,432 


29,974 
4.0% 


( 12,668 ) 


17,306 
2.3 % 


1.07 
1.05 


0.62 
0.61 


6.75 


1999 


596,702 
452,974 


143,728 
24.1% 


85,996 


57,732 
9.7% 


17,756 


S9'977 
6.7 % 


(1,401 ) 


38,576 
6.5 % 


1.43 
1.41 


1.38 
1.36 


6.55 


1998 


492,554 
381,826 


110,729 
22.5 % 


74,635 


10,067 


26,027 
5.3 % 


8,330 


17,697 
3.6 % 


1,000 


18,697 
3.8 % 


0.65 
0.65 


0.69 
0.69 


5.63 


* Adjusted to account for the weighted daily average number 
of shares outstanding. 


** Based on the number of shares outstanding at year end. 


DOREL INDUSTRIES INC. is a 
global manufacturer of consumer 
products. It specializes in two 
market segments: juvenile products 
and home furnishings. Dorel’s 


extensive product offering includes 


juvenile products such as infant 


car seats, strollers, high chairs, 
toddler beds, cribs, infant health 
and safety aids, play-yards and 
juvenile accessories; home 
furnishings such as a wide variety 
of Ready-to-Assemble (RTA) 
furniture for home and office use 
as well as metal folding furniture, 
futons, step stools, ladders and 


other imported furniture items. 


Dorel employs approximately 
4,500 people in fourteen countries. 


Major North American facilities 
are located in Montreal, Quebec; 
Cornwall, Ontario; Columbus, 
Indiana; Wright City, Missouri; 
Tiffin, Ohio; Dowagiac, Michigan; 
and Canton, Massachusetts. The 
Company's major divisions in the 
United States include Ameriwood 
Industries and the Dorel Juvenile 
Group (DJG USA), which incorpo- 
rates the Cosco and Safety 1: 
brand names. In Canada, Dorel 
operates Ridgewood Industries 
and Dorel Home Products. European 
Operations are carried out through 
the Dorel Juvenile Group (DJG 
Europe) located in Holland and 
the Ampa Group which has major 
facilities in France, Italy and 
Portugal. Brand names marketed 
in Europe are Maxi-Cosi, Bébé 
Confort, Quinny, Safety 15t, Babidéal, 
MonBébé and Baby Relax. Dorel’s 
imported furniture business is 
carried out through Dorel Asia. 
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DOREL INDUSTRIES INC. is a 
global manufacturer of consumer 
products. It specializes in two 
market segments: juvenile products 
and home furnishings. Dorel’s 
extensive product offering includes 
juvenile products such as infant 
car seats, strollers, high chairs, 
toddler beds, cribs, infant health 
and safety aids, play-yards and 
juvenile accessories; home 
furnishings such as a wide variety 
of Ready-to-Assemble (RTA) 
furniture for home and office use 
as well as metal folding furniture, 
futons, step stools, ladders and 


other imported furniture items. 


Dorel employs approximately 
4,500 people in fourteen countries. 
Major North American facilities 
are located in Montreal, Quebec; 
Cornwall, Ontario; Columbus, 
Indiana; Wright City, Missouri; 
Tiffin, Ohio; Dowagiac, Michigan; 
and Canton, Massachusetts. The 
Company's major divisions in the 
United States include Ameriwood 
Industries and the Dorel Juvenile 
Group (DJG USA), which incorpo- 
rates the Cosco and Safety 1% 
brand names. In Canada, Dorel 
operates Ridgewood Industries 
and Dorel Home Products. European 
operations are carried out through 
the Dorel Juvenile Group (DJG 
Europe) located in Holland and 
the Ampa Group which has major 
facilities in France, Italy and 
Portugal. Brand names marketed 
in Europe are Maxi-Cosi, Bébé 
Confort, Quinny, Safety 15t, Babidéal, 
MonBébé and Baby Relax. Dorel’s 

| imported furniture business is 


“carried out through Dorel Asia. 
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Message to Shareholders 


. This was accomplished the old fashioned way — 
through consistent hard work and an across the board commitment to controlling and where possible, cutting 
costs. Subsequent to year-end we announced the most significant acquisition in our history which solidly positions 
us as the global leader in juvenile products. Please refer to “Subsequent to Year End Event” further in this message. 


Our continuing growth resulted from the development of innovative, popular products and solid relationships 

with the world’s largest mass marketers. Sales grew by more than 8% despite unsteady consumer confidence and 
K-Mart’'s entry into Chapter 11 protection. We have created channels of distribution which we believe are second 
to none. We've earned these by providing our customers with brand-name merchandise that sells easily and quickly 
and by ensuring an attention to service that retailers can count on day in and day out. These channels are a key 

to our continued growth, for they are the pipeline that allows Dorel to market our products, whether it’s an infant 
car seat or a leather recliner. We will continue to leverage this position through 2003 with exciting new entries. 


Key 2002 Initiatives 


Juvenile 

We made a number of key moves this past year. During the second quarter a new president was named to head 
our largest division, the Dorel Juvenile Group USA. This has led to several operational improvements. The overall 
result was a marked turnaround after Juvenile’s disappointing performance in 2001. 


As an example, we have addressed the important areas of product development, product safety, and sales in a 
significant way. Since the Safety 1st acquisition we had operated two product development groups, and two sales 
and marketing teams. To generate greater innovation with one centralized talent pool and to increase margins, 
the Dorel Design and Development Center was created this past year in Canton, Massachussetts, the former 
corporate headquarters of Safety 1st. This group has responsibility for the majority of the Juvenile line including 
bath seats, gates, monitors, activity centers and walkers, convenience, health and feeding items, as well as strollers 
and tricycles. Car seat development remains at Cosco in Columbus. 


Our sales teams are now realigned with a pure customer orientation. Their mission is to develop the optimum sales 
potential and level of partnership with our customer base. They will work closely with all product teams to ensure 
that development efforts and sales plans are fully synchronized. This way we will know exactly what our customers’ 
requirements are on an on-going basis with a structure to quickly fill those needs. 


This reorganization has allowed us to increase the speed to market and has elevated our innovation. The Canton 
location provides access to a broad, experienced talent pool. There have already been several tangible benefits, 
including a new monitor that has placement with major customers and was developed in 70% of our normal 
schedule, a new design platform for parents and a line of bath accessories. In addition, the new wheels team 
has designed a full range of strollers that is launching mid year 2003, that will be developed and shipped in less 
than 12 months. 


In Europe, demand for the highly popular Quinny brand of strollers exceeded expectations. We have moved our 
European business to a trusted manufacturing partner in China who has a long, successful and highly efficient 
record with us. Our supply chain is strong, our products have been further improved and our costs have declined. 


Home Furnishings 

In Home Furnishings, Ameriwood, our ready-to-assemble furniture (RTA) unit has also centralized product design 
efforts. The best talent available has been recruited and is now based at the division’s Wright City, Missouri 
location. Furthermore, to continue to diligently control costs we are now out-sourcing a portion of the metal and 
wood products to China. Ameriwood is also aggressively seeking additional business opportunities. Two product 
managers and product designers with extensive backgrounds have been added to the team. They are developing 
new programs and products for new business segments. To lead these efforts, a new Vice-President of Marketing 
and Business Development has been named. 


The work begun last year to radically improve the futon business has been most successful. The line was solidly 
profitable in 2002, thanks to higher volume, spectacular increases in productivity and better control of raw material 
costs. There is also a new, much clearer focus on Cosco’s home furnishings business, which until this year was under 
the umbrella of Cosco’s juvenile business. We have created the new position of President of Cosco Home & Office. 
He oversees a growing business with his own dedicated group, including a separate design team. Dorel Asia 
continued its progress in 2002. A number of its products, such as affordable leather recliners, were hugely 
successful in the American market. 
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Ensuring Growth in 2003 

Throughout 2002 our manufacturing strategy shifted increasingly to outsourcing versus manufacturing in-house. 

We have developed an exceptionally strong capability to source a wide variety of products, designed by Dorel, 

and manufactured in Asia, allowing us to maintain a highly competitive position. We are, and will continue to be, 
relentless in our pursuit to be the lowest cost producer in all areas of our operations. To enhance quality control 
levels and to deal proactively with these suppliers we have opened an office in Shanghai. A full-time senior Dorel 
management position has been created to oversee all activities in the Orient. We will be focusing a great deal of 
attention on the Orient through 2003. 


A clear indication of the strong relationships we enjoy with our customers is the countless number of awards we 
have won from the world’s largest retailers. As further recognition of this, the Dorel Juvenile Group was the recipient 
of the 2002 award sponsored by DSN Retailing Today, a key juvenile industry publication. The division was selected 
as the number one supplier in its product category by buyers and merchandise managers of the leading retailers. 


There are several operational initiatives that will also ensure our progress this year. | invite you to review the 
message from our Chief Operating Officer, Pierre Dupuis, on page 12. 


Strong Balance Sheet Provides Major Opportunities 

An emphasis on improved cash and working capital management, supported by healthy profits, has resulted in the 
Company's strongest balance sheet ever. During the year $104 million in cash was generated versus $51 million one 
year ago. This improvement, along with the proceeds of the shares issued in the second quarter of 2002, has allowed 
the Company to lower net debt levels to $39 million and its debt-to-equity ratio to its lowest level since 1988. This 
provides Dorel with the financial flexibility for growth. 


Subsequent to Year End Event, Expanding our European Presence 

During the first quarter of 2003 we completed the acquisition of the Ampa Group of France. Better known as Bébé 
Confort, one of its four well-known brands, the Company has a dominant position in France and is one of the top 
three players in Spain, Italy and Portugal. It is also a market leader in Switzerland and Belgium. They have a multi- 
brand/multi-product strategy that has served them exceptionally well. It is important to note that this new business, 
very strong in southern Europe, dovetails perfectly with our existing Maxi operations in northern Europe. The Ampa 
Group is a highly profitable company. Sales in its last full fiscal year were close to $190 million. After all related 
costs, it is expected this will contribute between $0.15 to $0.20 per share this year to net earnings. 


Outlook 

Each year we set the bar higher. Our record of growth speaks for itself. Notwithstanding the challenges of the 

past year Dorel once again enhanced its position. The improvements made throughout 2002 to our operations, 
gains in market share in all of our segments, our strong financial position and the highly strategic juvenile products 
acquisition in Europe have established a very strong platform for an exciting 2003. Dorel expects to earn between 
US$2.45 to US$2.56 per share for the current year, up from the US$2.00 per share in 2002. Nonetheless, we must 
remain cognizant of the fragile economy and alert in order to capitalize on opportunities. We will continue 


to strive for operational excellence, never satisfied that we have fully achieved this goal. 


Board Changes 
We welcome Mr. Harold P. “Sonny” Gordon, Q.C. to the Company’s Board of Directors. Among his many accomplish- 
ments, Sonny served as a Director and Vice Chairman at Hasbro, Inc., a major publicly traded toy and games company. 


His vast and varied international experience will serve Dorel extremely well. 


| wish to thank Mr. Bruce Kaufman for his many years of guidance as a Dore! Board member since our initial public 
offering. He has stepped down to become increasingly involved in the day-to-day operations of one of Dorel’s 


foreign subsidiaries. 


Our thousands of employees worldwide have once again demonstrated their ability to outperform the competition. 
Their consistent efforts and professionalism are greatly appreciated. | welcome the 1,000 staff from the Ampa Group 
and look forward to meeting many of them in the months ahead. On behalf of the entire Dorel team, | thank our 


shareholders for their continued support. 


Martin Schwartz 
President and Chief Executive Officer 
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designing perfor: mance produ uct t by product 


Over 125 new products each year... 


Dorel’s disciplined, consistent approach to product development is 
underlined by the commitment of the ' various design teams dedicated 

to innovation, quality and safety at all of its divisions. At the Dorel 
Juvenile Group Design and Development Center i in Canton, Massachusetts, 
a talented group of designers, jonained and marketing specialists pool 
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Distribution channels that open doors... 


Dorel has earned the trust and loyalty of its wide base of customers, 

from the world’s largest mass merchants to specialty boutiques. Strong 
relationships are diligently maintained. Dorel dedicates offices in close 
proximity to a number of its main customers. It is upon this solid foundation 
that Dorel maximizes its innovation to market new products and product lines. 
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President and CEO 
Ready-To-Assemble Furniture Group 


President 
Cosco Home & Office 


President and CEO 
Dorel Juvenile Group - North America 


President and CEO 
Ampa Group 


President and CEO 
Dorel Juvenile Group - Europe 
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Empowerment that drives results... 


Highly experienced professionals lead a multi-disciplined team at each 
of the Dorel divisions. Senior executives have been carefully recruited 
to ensure their integration into the Dorel culture of maximizing results. 
Each manages his business as though it were their own and drive 
optimum performance. 


uF) | performance 
division by division 
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PIERRE DUPUIS, Chief Operating Officer 


Message from our Chief Operating Officer 


DOREL OUTPERFORMED ITS PEERS IN 2002 AS IT CONTINUED TO WIN MARKET SHARE IN THE CONSUMER 
PRODUCT SEGMENT. THE STRATEGY OF MARKETING POPULAR PRICED PRODUCTS THROUGH MASS 
MERCHANTS IN NORTH AMERICA CONTINUED TO PROVE SUCCESSFUL. Despite last year’s sluggish economy, 
consumers again turned to Doret’s lines of affordable juvenile, ready-to-assemble furniture and home furnishings 
products. Much was accomplished last year to refine procedures and operations across all divisions to ensure that 
we maximize the popularity of our products and continue to grow profitably. 


The arrival of a new President of the Dorel Juvenile Group in North America was an important factor in the turn- 
around of this segment. Several key operational aspects have been addressed. At Cosco’s million square foot facility 
in Columbus, Indiana, the entire factory floor is being re-designed to further maximize efficiencies and costs. Head 
count is down to just 700 from well over a thousand two years ago. The Canadian Juvenile distribution operations 
have been relocated to the existing Dorel Home Products facility in Montreal, resulting in greater efficiency and 
cost savings. A better emphasis on execution, including an aggressive approach on reducing returns related to 
defective products, has started to provide the desired results. Distribution costs have been reduced as five smaller 
distribution centers have been consolidated into two. One is located in Indiana, close to the factory, while the 
second is in Ontario, California. Inventory is down 6% year over year. Overall, the Juvenile segment is supporting 
more business with less inventory and less distribution expense. 


As mentioned in Martin’s Message to Shareholders, product development and product safety is a vital priority at 
Dorel. This past year we introduced one of the most significant car seat safety innovations in over a decade, the 
LATCH system — Lower Anchors and Tethers for Children. All new model cars must be equipped to accept the LATCH 


seats. The units, which are much easier to install and safer, are certain to be a desired item by parents and are 
expected to reduce future liability. Also launched was a line of car seats and strollers under the Safety 1%t label 
which are now the top selling products of their type. 


While the European economy has created a softer market abroad, Maxi has taken the offensive with the introduc- 
tion of new products to stimulate business. New car seats, offering enhanced side protection have been introduced. 
Required changes to the supply chain have been completed to meet the overwhelming demand of the popular 
Quinny stroller line. A new Juvenile Europe distribution centre has been opened which also serves the U.K. The 
acquisition of Quint in 2001 was, in retrospect, a winning strategy in growing our share of the luxury stroller 
business in Europe. Current volumes and profitability are well in line with our initial expectations. 


Improvements in productivity, operating cost containment including lower raw material prices and aggressive 
marketing of a dynamic ready-to-assemble furniture line all contributed the RTA segment out-performing its 
competition. 2002’s spectacular progress of the futon business, now managed under the Ameriwood umbrella, 

is an example of what Dorel can do with its resources. With an emphasis on continuous improvement and plant 
efficiency, a benchmarking program has been initiated at all Ameriwood Product facilities. Underlining the growth 
in RTA, the Cornwall, Ontario factory was again expanded and now encompasses over a half million square feet. 
Several cost-saving initiatives developed at Cornwall were implemented at Ameriwood’s other plants. Demand in 
Dorel’s RTA business remains strong, in large part due to the significant depth of product offerings and solid 
customer relationships with U.S. mass merchants. 


The decision to create the new position of President of Cosco Home & Office resulted in a much clearer focus on 
the home furnishings business. Under Tom Szczurek’s leadership, there is now a specific group, including a design 
team, dedicated to this segment. Several products have been either re-designed or newly introduced. Staple items, 
such as folding furniture and step stools have been re-designed and given a new, fresh look. The collection of 
ladders and work deck platforms has been expanded with next generation products such as the Superfold Step 
ladder, an item that has received rave reviews. The line of commercial furniture has also been expanded and a 
licensing agreement has been reached with Samsonite for marketing purposes. 


Another increasingly solid contributor to Home Furnishings is Dorel Asia, which accounted for an important share 
of the segment’s turn-around. The unit continues to develop its business of domestically designing and sourcing 
unique furniture products for North American mass merchants. An example of this is the overwhelming success of 

a line of leather reclining chairs introduced in the second quarter which complemented the already well-established 
lines of Juvenile and kitchen furniture. 


Each of Dorel’s divisions has created a solid foundation for continued growth. The combination we have put in 
place is a powerful one - strong brands, efficient manufacturing, cost-effective procurement, consolidated 
distribution, strong customer relationships and innovative product development. But all of this requires a dedicated 
group of people to drive progress. Dorel is fortunate to employ a motivated, professional workforce at its facilities 
around the world. Together, we look forward to another exciting year. 


Pierre Dupuis 
Chief Operating Officer 


2002 >> 13 


Management's Discussion and Analysis 
of financial position and results of operations 


This Management's Discussion and Analysis of financial position and 
results of operations (“MD & A”) should be read in conjunction with the 
Consolidated Financial Statements of the Company's fiscal years ended 
December 30, 2002, 2001 and 2000 as well as the notes to the financial 
statements beginning on page 31 of this annual report. Please note that 
all figures contained in this MD & A exclude the amortization of goodwill 
that is included in the 2001 figures. This exclusion allows the reader 
greater comparability when comparing year over year results. More 
information on goodwill and its related amortization can be found 

in the accompanying financial statements. 


Subsequent to year end, the Company made two major 
announcements that the reader of this MD & A should 
consider as they will materially affect the Company's results 
and the way they are reported in 2003. Firstly, Dorel 
announced that it will be modifying the way in which 

it will report its operating segments going forward. The 
Ready-to-Assemble and Home Furnishing segments are 

to be combined into one segment that will be referred to 
as Home Furnishings. Over the past number of years the 
operating units within these two segments have become 
increasingly integrated in the way they are operated and 
in the way they are reported internally. This change is in 
accordance with Canadian Generally Accepted Accounting 
Principles (GAAP), which considers the similar nature of the 
customers, products, production processes and distribution 
channels employed by the business units that make up 
these two segments. 

Secondly, in February 2003 Dorel acquired juvenile 
products manufacturer Ampa Group of Cholet, France, for 
approximately US$245 million. Founded in 1875, Ampa is 
a privately-held organization universally known in France 
through its major brands: Bébé Confort, Babidéal, MonBébé 
and Baby Relax. The Company's brands are extremely 
well-recognized and have gained wide acceptance from 
consumers for their high quality, broad and innovative 
product lines that incorporate state-of-the-art features and 
up-to-date fashion. The Ampa Group or Bébé Confort, as it 
is widely known throughout much of Europe, is a leading 
force in the French market with long-established distribution 
channels through independent retailers and mass merchants. 
Products, in all price categories, include prams, strollers, 
car seats, high chairs, beds, play yards, safety aids, apparel 
as well as feeding accessories. 


Ampa sales for its fiscal year ended September 30, 2002 
were approximately $US187 million. It has manufacturing 
facilities in France, Italy and Portugal and employs over 
1,000 people. They are an ideal addition to Dorel’s existing 
European operations. Dorel currently has a significant 
market position in the Netherlands, Germany, the UK and 
Belgium. On the other hand, Ampa is strong mainly in 
France, Spain, Italy and Portugal. The strategic benefits 
of this purchase are therefore highly significant. A large 
portion of Bébé Confort’s products are currently manufac- 
tured in their own European factories, backed by lines of 
imported products. This combination will be a forceful one 
for future product development and in gaining additional 
market share. 


Corporate Objectives, 
Core Businesses and Strategies 


Overview 

Dorel Industries’ goal is to be one of the premier consumer 
products companies in North America and Europe. The 
Company carries out its business in three distinct product 
areas; Juvenile Products, Ready-to-Assemble (RTA) Furniture 
and Home Furnishings. These segments consist of several 
operating divisions or subsidiaries. Each is managed inde- 
pendently by a separate group of managers. Management 
of the Company coordinates the businesses of each segment 
and maximizes cross-selling, cross-marketing, procurement 
and other complementary business opportunities. 

The Juvenile segment operates as the Dorel Juvenile Group 
(DJG) and comprises DJG USA, DJG Canada and DJG Europe. 
The principal brand names of DJG are Cosco and Safety 1% 
in North America and Maxi-Cosi, Quinny and Safety 1% in 
Europe. In addition, the Company has licensing agreements 
with well-recognized brand names such as Eddie Bauer and 
Looney Tunes. The RTA segment consists of Ameriwood 
Industries and Ridgewood Industries both based in North 
America, and sells under the Ameriwood, Ridgewood and 
Charleswood brand names. The Home Furnishings segment 
includes Cosco Home & Office Products which has a licensing 
agreement with the Samsonite luggage company, Dorel 
Home Products and Dorel Asia. 

The Company's head office is based in Montreal, Quebec, 
Canada. Major North American facilities are located in 
Montreal, Quebec; Cornwall, Ontario; Columbus, Indiana; 


Wright City, Missouri; Tiffin, Ohio; Dowagiac, Michigan; 

and Canton, Massachusetts. European operations are 
headquartered in Helmond, Holland with major sales offices 
in the United Kingdom, Germany and France. The Company’s 
imported furniture business is carried out through Dorel Asia 
based in Hong Kong. As of December 30, 2002 Dorel employed 
approximately 3,500 people in nine countries. The Ampa 
acquisition brings the total number of Dorel employees to 
4,500 in fourteen countries. 

Dorel’s ultimate goal is to satisfy consumer needs while 
achieving maximum financial results for its stakeholders. This 
is accomplished by emphasizing high quality products that 
are accessible to all consumers and by continually investing 
in new product development. The Company's growth has 
resulted from both increasing sales of existing businesses 
and by acquiring businesses that Management believes add 
value to the Company. Recent key and strategic acquisitions 
include Quint BV (based in Europe) in 2001, Safety 15t in 
2000, Ameriwood Industries in 1998, and subsequent to 
year-end Ampa Group in February, 2003. 


Sales Philosophy and Channels of Distribution 
Dorel conducts its business through a variety of sales 

and distribution arrangements. These consist of salaried 
employees; individual agents who carry the Company's 
products on either an exclusive or non-exclusive basis; 
individual specialized agents who sell products, including 
Dorel’s, exclusively to one customer such as a major discount 
chain; and sales agencies which themselves employ their 
own sales force. While retailers carry out the bulk of the 
advertising of Dorel’s products, the Juvenile Products 
Segment does advertise and promote its products through 
the use of advertisements in specific magazines and multi- 
product brochures. 

Dorel believes that its commitment to providing a high 
quality, industry-leading level of service has allowed it to 
develop particularly successful and mutually beneficial 
relationships with major retailers. As an example of this 
commitment to service, the Company has been awarded 
more than 40 Awards of Excellence from its major customers 
since 1992. This level of customer satisfaction has been 
achieved by fostering particularly close contacts between 
Dorel’s sales representatives and the customers. To this end, 
permanent, full-service agency account teams dedicated 
exclusively to certain major accounts have been established. 
These dedicated account teams provide these customers with 
the assurance that inventory and supply requirements will 
be met and that any problems will be immediately addressed. 

Dorel believes that the trend among its mass merchant 
customer base to buy from fewer but larger suppliers who 
are capable of delivering a wide range of products, provide 
greater security of supply and render increased levels of 


2002 >> 15 


service, will continue. The ability to deliver a wide range of 
products on a reliable basis, combined with a demonstrated 
commitment to service, provides an important competitive 
advantage in this environment. These relationships with 
major accounts have the additional benefit of providing 
important feedback that is used to improve product offerings 
and to respond rapidly to changing market trends. 


Segments 

Juvenile Products Segment 
The Juvenile Products 
Segment manufactures ear 
and imports products such 
as infant car seats, strollers, 

high chairs, toddler beds, 

playpens, swings and infant 

health and safety aids. Dorel 

is among the three largest 

juvenile products companies : 

in North America along with 

Graco (a part of the Newell Bs alas 

Group of companies) and 

Evenflo Company Inc. 

Although Dorel manufactures and sells juvenile products 
at all price levels —- entry level to high-end price points — Dorel’s 
products are designed for consumers whose priorities are 
safety and quality at reasonable prices. Its products are sold 
principally through mass merchants, department stores and 
hardware/home centres. In recent years, licensing agreements 
with well-recognized brand names have accelerated the entry 
into the higher priced juvenile products market. In Europe, 
Dorel also sells higher-end juvenile products to boutiques 
and smaller stores along with major European chains. 
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RTA Furniture Segment 

RTA furniture is manufactured and packaged as component 
parts and is assembled by the consumer. Dorel’s RTA Furniture 
Segment produces office furniture, metal and wood home 
office furniture, computer tables, microwave stands, enter- 
tainment and home theater units. Dorel is one of the four 
largest producers of RTA furniture in North America, along 
with Bush Industries, O'Sullivan Industries and Sauder. 

RTA furniture, by its nature, is a reasonably priced alter- 
native to traditional wooden furniture and as such is sold 
mainly to mass merchants, office superstores and hardware/ 
home centers. 


Home Furnishings Segment 

The Home Furnishings Segment produces metal folding 
furniture, futons, step stools, ladders and other imported 
furniture items. This segment capitalizes on the chains of 
distribution established by the other segments of Dorel’s 
business and sells to the same types of customers. 

The home furnishings industry segment that Dorel 
competes in is characterized by a large number of smaller 
competitors. As such, there is little market share information 
available that would determine the Company's size or 
performance in relation to its competitors. 


Other 

Dorel is the sole owner of all patents and manufacturing 
licenses for its products. The loss of any one of these patents 
would not adversely impact Dorel’s operations. In 2002, 
91% of Dorel’s sales were in North America and 9% were 
in Europe and elsewhere. Generally, retail sales of Dorel 
products are not subject to major seasonal variations. 
However, sales in the RTA Furniture Segment tend to be 
stronger in the second half of the year. Quality control 

is an essential part of Dorel’s competitive position. 
Dorel’s products are designed and developed to exclusive 
specifications and rigid safety standards, particularly 

as regards to the Juvenile Products Segment. 


Results of Operations — 2002 Compared to 2001 


Overview 


Below is a summary of several financials that provide a view of the Company's operations in 2002 versus 2001: 


Key Components of Results of Operations 


Sales $ 992,073 100.0 % $ 916,769 100.0 % 8.2 % 
Earnings from operations before one-time charges $ 107,520 10.8 % $ 86,222 9.4% 24.7 % 
Income from continuing operations 
before one-time charges “) $ 61,595 6.2 % $ 46,954 Brice 31.2 % 
Net income (excluding goodwill amortization) $ 61,595 6.2 % $ 33,494 331% 83.9 % 
EBITDA ®) $ 120,983 12.2 % $ 98,914 10.8 % 22.3 % 
Diluted EPS from continuing operations 
before one-time charges ®°) $ 2.00 $ 1.64 22.0 % 
Notes 
() calculated as income (excluding goodwill amortization) from continuing operations plus one-time charges net of tax 
2) calculated as income (excluding goodwill amortization) from continuing operations before income taxes plus interest, 
amortization and one-time charges 
(3) calculated as diluted EPS (excluding goodwill amortizaion) plus one-time charges, net of tax, per share 
_ EBITDA EARNINGS PER SHARE* EARNINGS* 
(before one time changes) | 5 year CAGR- 29% 
($000) 5 year CAGR- 24% | 6) (§'000) 
| 150,0007- 2.07 80,0007- 
| 70,000+- 
120,000+ 
15+ 60,0007- 
90,000} 50,000+ 
As 40,000} 
60,000+ 30,000} 
| and coms rahe | 20,000 
z a 9 10,000 
9899 98 00 01 2002 98 99 00 01 


excluding goodwill amortization, before one-time charges 


* income from continuing operations, 
before one-time charges 


Results by Quarter 
($ IN THOUSANDS EXCEPT PER SHARE AMOUNTS) 


QUARTER ENDED 


MARCH 31 JUNE 30 SEPT. 30 DEC. 30 


2002 2002 2002 2002 TOTALS 

Sales — $ 254,983 $ 239,992 $ 256,110 $ 240,988 $ 992,073 
Cost of sales 195,220 184,370 196,637 184,197 760,423 
Gross profit 59,763 55,622 59,473 56,791 231,650 
as percent of sales 23.4 % 23.2 % 23.2 % 23.6 % 23.4 % 
Expenses 

Operating 26,750 24,725 26,324 29,171 106,969 

Amortization 5,979 6,045 6,119 6,707 24,850 

Research and development costs 1,086 1,585 1,503 (475) 3,698 

Interest on long-term debt 3,239 2,228 2,492 2,027 9,987 

Other interest (24) 151 212 112 452 
sc ee a 0 Ok a 0050 87 A 1 OE 
Income before taxes 22,733 20,888 22,823 19,249 85,694 
as percent of sales 8.9 % 8.7 % 8.9 % 8.0 % 8.6 % 
Income taxes 7,005 5,992 6,478 4,624 24,099 
SEN EEE SS 8 ee a cee NPD le ae NATO SN ORI et ete non a Ne 
Net income 15,728 14,896 16,345 14,625 61,595 
as percent of sales 6.2 % 6.2 % 6.4 % 6.1 % 6.2 % 
Earnings per share 

Basic $ 0.56 $ 0.50 $ 0.52 $ 0.47 $ 2.05 

Diluted $ 0.55 $ 0.49 $ 0.51 $ 0.46 $ 2.00 


($¢ IN THOUSANDS EXCEPT PER SHARE AMOUNTS) 


‘QUARTER ENDED 
JUNE 30 SEPT. 30 
2001 2001 


MARCH 31 
2001 


TOTALS 


Sales $ 245,150 $ 218,619 $ 233,528 $ 219,472 $ 916,769 

Cost of sales 190,368 168,778 183,927 175,050 718,123 

spac Sco eet et ae CeO eae See ee A 

Gross profit 54,782 49,841 49,601 44,422 198,646 

as percent of sales 22.3 % 22.8 % 21.2 % 20.2 % 21.7% 

Expenses 
Operating 23,464 22,397 22,276 29,027 97,164 
Amortization 7,742 T9T1 8,092 S305 29,158 
Research and development costs 1,007 1,209 907 (554) 2,569 
Product liability - - - 20,000 20,000 
Interest on long-term debt Bhi 4,659 4,404 3,468 17,643 
Other interest 196 113 261 249 819 

pS Dcterte Mecha ech a ee Seana Seca eee eee a ST a em 
Total expenses 37,221 36,349 35,940 57,544 167,354 

Income before taxes 17,261 13,492 13,661 ( 13,122 ) 31,292 

as percent of sales 7.0 % 6.2 % 5.8 % -6.0 % 3.4% 

Income taxes 5,129 3,437 S358 (7,168 ) 4,731 

ee 

Net earnings from continuing operations 12,132 10,055 10,329 (5,954) 26,562 

as percent of sales 49% 4.6% 44% -2.7 % 2.9 % 

Loss from discontinued operations : ; ; ( 1,058 ) ( 1,058 ) 

motte detalles stata ce on eee eens nSnnn Ss eee SARIS 

Net income 12,132 10,055 10,329 (7,012 ) 25,504 

as percent of sales 6.4 % 6.0 % 5.6 % -4.0 % 3.6 % 
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Results by Quarter (cont.) 
($ IN THOUSANDS EXCEPT PER SHARE AMOUNTS) 


- MARCH 31 JUNE 30 SEPT. 30 
2001 2001 2001 TOTALS 


Earnings per share from continuing operations 


Basic $ 0.43 $ 0.36 $ 0.37 $5 C027) aes 0.94 

Diluted $ 0.43 $ 0.35 $ 0.36 $ *CO2)s 0.93 
Earnings per share - Net income 

Basic $ 0.43 $ 0.36 $ 03% $<, CO25) S$ 0.91 

Diluted $ 0.43 $ 0.35 $ 0.36 $5 500:25)) eS 0.89 
Segments 


Dorel’s segmented results are summarized below: 


2002 2001 CHANGE 


Juvenile 


Sales 528,446 100.0 % 503,892 100.0 % 24,554 4.9% 
Gross profit 129,541 24.5 % 115,881 23.0 % 13,660 11.8 % 
Operating expenses 68,146 12.9 % 62,945 12253% 5,201 8.3 % 
Amortization 16,291 3.1% 137326 2.6 % 2,965 22.2 % 
Research and development 2,115 0.4 % 1,270 0.3 % 845 66.5 % 
Earnings from operations 42,989 8.1% 38,340 * 7.6 % 4,649 12.1% 


* before one-time charges 


Ready-to-Assemble 


Sales 257,513 100.0 % 260,235 100.0 % (2,722) -1.0 % 
Gross profit 67,763 26.3 % 66,120 25.4 % 1,643 2s) Ue 
Operating expenses 14,363 5.6 % 14,861 5.7% ( 498 ) 3.4% 
Amortization 4,404 1.7% 4,602 1.8 % (198 ) 4.3% 
Research and development 1,010 0.4% 1,014 0.4% (4) -0.4 % 
Earnings from operations 47,986 18.6 % 45,643 W752 2,343 5s 


Home Furnishings 


Sales 206,114 100.0 % 152,642 100.0 % 53,472 35.0% 
Gross profit 34,346 16.7 % 16,687 10.9 % 17,659 105.8 % 
Operating expenses 14,338 7.0 % 12,060 729% 2,278 18.9 % 
Amortization 2,890 1.4 % 2103 1.4% 787 37.4 % 
Research and development 573 0.3 % 285 0.2 % 288 101.1 % 
Earnings from operations 16,545 8.0 % 2,239 165% 14,306 638.9 % 
Note: 


In 2002, the Company changed the structure of its internal organization with respect to the manufacture and sale of metal and wood furniture 
previously reported within the Home Furnishings segment. These products are now considered part of the Ready-to-Assemble (RTA) segment. 
Accordingly, results for the prior year as previously reported have been restated to reflect this change. 
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Juvenile 

One of the most significant events in the Juvenile segment 
in 2002 was the appointment of Mr. Bruce Cazenave as 
President and CEO of the Dorel Juvenile Group (DJG) North 
America, effective May 1, 2002. Mr. Cazenave assumed 
responsibility for Dorel’s North American Juvenile Products 
business. Prior to his joining Dorel, Mr. Cazenave was 
President and CEO of a large privately owned manufacturer 
and marketer of candles and home decor accessories. He was 
previously with The Timberland Company, and Bruce spent 
15 years at Black & Decker Inc. Mr. Cazenave is a graduate of 
Johns Hopkins University and George Washington University 
where he obtained a Master of Science Degree in Operations 
Research in 1978. 

With a focus on safety, fashion and convenience, Dorel 
launched its most exciting and complete line of juvenile 
products ever during the year, as well as a wide range 
of branded products under the Eddie Bauer license. 

A highlight was Dorel’s LATCH (Lower Anchors and Tethers 
for Children) System car seat line, representing one of the 
most important car seat safety innovations in over a decade. 
Additional items included a variety of products ranging from 
safer, more comfortable booster car seats, to radio child 
monitors, to lighter strollers, high chairs and walkers. To 
further enhance product development, all product develop- 
ment, with the exception of car seats, was consolidated at 
the Safety 15t location in Canton, Massachusetts. 

Sales in the Juvenile Segment grew by 5% in 2002. Almost 
all of the sales growth was internal, coming both from 
Europe and North America. In North America, growth came 
principally in car seats, whereas in Europe, the growth was 
driven by the line of Quinny strollers. Juvenile margins were 
up versus last year with both Europe and North America 
contributing to the increase. In North America, a great deal 
of emphasis was placed on controlling customer deductions 
for such things as returns and other allowances. In both 
North America and Europe, duplicate expenses incurred 
in 2001 in connection with revamped distribution networks 
were eliminated. 

Operating costs in 2002 increased by $5.2 million over 
2001 due mainly to higher expenses related to product 
liability and other legal costs. Though on plan, these costs 
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were higher than the prior year. Amortization increased 
over 2001, the majority of the increase due to higher 
amortization on molds and deferred research and develop- 
ment costs. Research and development expense increased 
in 2002. In fact, true spending for the Company as a whole 
was $9.1 million (2001 - $9.9 million) of which $3.7 million 
(2001 - $2.6 million) was expensed and $5.4 million (2001 - 
$6.9 million) was deferred and is being amortized to 
operations on a straight-line basis over a period of two 
years. Related amortization amounted to $3.8 million 
(2001- $2.7 million). The majority of this spending was 

in the Juvenile segment. 

All of the above factors translated into an increase of 
over 12% in earnings from operations in the Juvenile Segment 
in 2002. 

At the beginning of 2002, the Company had provided 
guidance for 2002 of sales to reach between $525 and 
$575 million and earnings from operations to range between 
7.5% and 8.5% of sales. In April, the profitability guidance 
was increased from 8.5% to 9.5% of sales. The final actual 
figure was earnings from operations of 8.1% of sales. The 
main reasons for the shortfall in the final figure was some 
unforeseen retail softness seen in the fourth quarter in North 
America as well as lower than expected results in Europe. The 
lower results in Europe were caused by both a soft economy 
and some supply problems. The supply problems were 
addressed in the year and should not be a negative factor 
going forward. 

For 2003, it was announced on January 28, 2003 that the 
Juvenile Segment was expected to record sales of between 
$560 and $600 million and earnings from operations of 
between 9.5% and 10.5% of sales. It was stated that improve- 
ments were expected in Europe and North America and that 
sales growth was expected to be outpaced by earnings as 
operations should improve due to Management's considerable 
emphasis on improving margins, cutting costs and leveraging 
purchasing power. Subsequent to that guidance the acqui- 
sition of Ampafrance, a juvenile products Company in France 
was announced. The addition of Ampafrance is expected 
to add sales in the region of $150 million and increase 
the earnings from 10 to 11% as a percentage of sales. 


Ready-to-Assemble 

The Ready-to-Assemble (RTA) furniture industry had a 
difficult year in 2002. Many competitors were hurt by several 
large bankruptcies in the last few years as well as increased 
competition from overseas suppliers, mainly from the Orient, 
who continue to bring in other types of furniture to compete 
with traditional RTA items. As traditional RTA furniture cannot 
be profitably produced and imported from the Orient, these 
competitive items featured metal and glass as well as wood 
components. To combat this, Ameriwood introduced several 
collections in the year featuring exciting new finishes and 
hardware. In addition, furniture collections incorporating 
stylish metal and wood components were shown. 

Unlike our publicly traded competitors, the RTA Segment 
posted increased profitability in 2002 compared to 2001 
despite a 1% decrease in sales. In fact, unit sales were actually 
up but price reductions had the effect of decreasing sales 
in absolute dollars by approximately $8 million. Despite 
the pricing pressure, margins were up and costs were down 
resulting in a 5% increase in earnings from operations. This 
performance was achieved despite a large RTA customer 
remaining in bankruptcy protection throughout the year. 

This impressive performance came from several key areas. 
Firstly, margins increased by ‘o's of a percentage point. 

Raw material costs continued to hover at all-time low levels. 
Particle board costs, which make up substantially all of the 
raw material of RTA products, began to drop in 2000 and 
stayed low throughout 2002. Efficiencies were also up over 
2001 due to a philosophy of continual improvement at the 
RTA plants. Operating costs decreased by $0.5 million and 
as a percentage of sales, also dropped to 5.6% from 5.7% 
the year before. Amortization dropped in 2002 due to 
minimal capital spending in 2002 and 2001. In fact, over 
the past three years, net capital soending has averaged 
$3.2 million per annum. 

In 2002, it was expected that the RTA segment would 
achieve sales of between $270 and $285 million and earnings 
from operations of between 16.5% and 17.5% of sales. 
Actual results were sales of $258 million with earnings 
from operations of 18.6%. While the failure to improve 
sales was disappointing, the segment was able to achieve 
its earnings target. 


Home Furnishings 

Home Furnishings continued to benefit from continued 
strength in demand for futons and a successful program 
that significantly lowered the cost structure of its Montreal 
operations. The futon business had its most profitable year 
in its history. Dorel Asia continued to grow as an important 
part of the business. The ability of Dorel to source product 
from Asia for several large customers proved to be very 
successful. As retailers looked more and more to Asia for 


furniture and related products, this part of Dorel’s business 
was able to successfully capture some of this growing market 
and accounted for nearly a third of the segment's profits. 
Imported furniture items, such as inexpensive leather recliners, 
were an important part of the new product introductions 
throughout the year. Sales at Cosco Home & Office, Dorel’s 
Home Furnishings operations in the U.S., increased in 2002, 
driven by sales of ladders and folding tables and chairs, and 
accounted for the last third of the segment'’s profits. Several 
new storable tables and an innovative line of stackable 
chairs with a unique European look were introduced in 

the year. During the fourth quarter, Cosco entered into a 
licensing agreement with the Samsonite Corporation for 
items targeted at the office furniture market. Also in the 
year, the Company's facility in Cartersville, Georgia was closed 
and the production of step stools was shifted to the Orient. 

Margins for the year improved to 16.7% from 10.9% in 
the prior year. As detailed above, the majority of the improve- 
ment came at Dorel Home Products with the changes made 
there, but Cosco Home & Office also improved margins 
through a better mix of products. Operating costs increased 
by $2.3 million but the percentage of sales dropped to 7.0% 
from 7.9%. This is due to the fact that the increases came 
only in variable selling costs while fixed costs were held 
constant. Amortization also increased by $0.8 million. This 
was due to accelerated amortization on production machinery 
at Dorel Home Products that is being phased out with the 
continued increase in the imported components of the futons 
that are assembled there. 

As a result of the above, Home Furnishings Segment sales 
were up 35% in 2002 and earnings jumped from $2.2 million 
to $16.5 million. 

In 2002 preliminary guidance called for sales of between 
$165 and $175 million and earnings from operations of 4% 
to 5% of sales. Actual results of sales of $206 million with 
earnings of 8% of sales, were obviously higher than originally 
forecasted. All three of the businesses exceed expectations. 
Cosco Home & Office ladders introduced in 2001 as well 
as folding furniture far exceeded plan. The growth of Dorel 
Asia and the scope of the improved profitability at Dorel 
Home Products all contributed to the much better than 
expected results. 

For 2003, the newly combined (as described previously) 
Home Furnishings segment should record sales of between 
$500 and $550 million with earnings from operations of 
between 13% to 14% of sales. Imports are becoming a 
larger part of the segment and will continue to drive sales 
growth. The dramatic pace of improvement in the futon 
business will be more modest, but all three of the other units 
within the group are expected to show strong growth in 
sales and earnings. A much greater effort is being made 
within the RTA manufacturing operations to open new 


accounts and to develop new product lines for markets 
where in the past Dorel has not competed. These factors, 
along with the expected improvements in purchasing, 
should allow this segment to show growth over 2002. 


Other Expenses 

Interest in 2002 was down from 2001 as improved cash flow 
and the funds received from a stock issuance in May reduced 
debt levels significantly throughout the year. 

Corporate expenses increased to $11.4 million versus 
$8.5 million over the prior year and reflect a more active 
head office function as the Company continues to grow. 
Income taxes jumped to $24.1 million from $4.7 million 
based on the Company’s much improved pre-tax income. 
Dorel’s tax rate increased in 2002 from 12% to 28%. The 
increase in the effective tax rate is attributable to the 
proportionate change in pre-tax profits in the different 
tax jurisdictions in which Dorel operates. 


One-Time Charges 
There were no one-time charges in fiscal 2002. 

A one-time charge of $20.0 million was taken in 2001 
as described below. 

A one-time product liability cost of $2.3 million was 
incurred in 2000 in connection with the establishment 
of a new self-insurance program for a portion of Dorel’s 
insurance coverage. This program became much larger late 
in 2001 due to drastic increases in insurance costs resulting 
from a series of events that significantly impacted insurance 
companies in general. Dorel made a strategic decision to 
become less reliant on traditional insurance by increasing 
its self-insurance product liability program and lessening its 
dependence on third-party insurers. This change in policy 
was due to the unprecedented tightening of insurance 
markets that resulted in exorbitant increases in premiums 
and required retention levels. The one-time charge of 
$20.0 million, was based on the Company’s latest actuarial 
reports and was not related to specific cases. Rather it was a 
general provision required as part of increased self-insurance 
to address the potential liability risks and associated costs 
of the Company’s products currently in the market place. 
Dorel’s success in becoming the market share leader of 
children’s car seats had resulted in a significant increase in 
the amount of its car seats that are in use. In fact, over the 
past six years leading up to the 2001 charge, there had been 
an almost fivefold increase in the Company’s car seat sales. 
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Liquidity and Capital Resources 


Cash Flow 

During 2002, cash flow from operations was $126.9 million 
as compared to $47.2 million in 2001. This represented an 
increase of $79.7 million. Free cash flow, defined as cash 
flow from operations less investing activities, improved to 
$103.8 million from $51.2 million. 2002 accounts receivable 
collections and inventory turns were better than at any time 
in recent years. This improved cash flow management, 
combined with the US$75.0 million of cash received for 
shares issued during the year resulted in significant debt 
reduction. Total debt, net of cash, decreased by US$178 million 
to only US$39 million from US$217 million at the end of 2001. 


CASH FLOW FROM OPERATIONS VS. SALES 
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Inventory turns, which improved from 4.4 to 4.9 in 2001 
again rose to 5.2 in 2002. As stated in the 2001 MD &A, 
it is the Company's goal to increase that figure to 6 turns 
and we remain committed to that goal. 

The Company reinvested, net of disposals, $23.1 million 
in various capital projects, principally capital assets and 
deferred research and development costs. This compares 
to $23.7 million in 2001. 


Balance Sheet 

The Company's balance sheet strengthened in 2002 as 
evidenced by the drop in borrowings and the increase in 
cash as detailed above. The debt to assets ratio dropped 
from 0.38 in 2001 to 0.05 at the end of 2002 and the debt 
to equity ratio improved to 0.26 from 1.11 in 2001. These 
ratios at the end of 2002 are the lowest that they have been 
since the Company became publicly traded in 1987. 


On June 22, 2001, Dorel entered into an agreement 
with a third party to sell $30.0 million of eligible accounts 
receivable at a discount. Under this agreement, the Company 
acts as the servicer of the receivable and is permitted to sell, 
on a revolving basis, additional eligible accounts receivable 
to the extent amounts are collected on previously sold 
receivables. This agreement was renewed in 2002 and as 
of December 30, 2002, $30.0 million of accounts receivable 
were sold under this agreement and this amount is excluded 
from the accounts receivable balance. The Company also 
recorded a retained interest in the sold receivables 
representing the estimated fair value retained at the date 
of sale. At December 30, 2002, the retained interest totalled 
$750,000. 

On May 22, 2002 Dorel completed a previously-announced 
agreement with a syndicate of underwriters led by CIBC 
World Markets Inc. under which the underwriters agreed to 
buy and sell to the public up to 3 million of Dorel’s Class B 
Subordinate Voting Shares at a price of CAN$38.50 per share. 
Dorel issued 2,929,200 shares from treasury for gross 
proceeds to the Company of CAN$112.8 million. The net 
proceeds of US$72.4 million from the offering was used 
by Dorel to reduce bank indebtedness. 

In July 2002, the Company sold, through one of its 
subsidiaries, US$50.0 million in principal amount of 6.80% 
Series A Senior Guaranteed Notes due July 26, 2012. The 
net proceeds from the sale of the Notes were used to repay 
floating debt that was outstanding at the time. Under the 
terms of the Note issuance agreement, Dorel may issue up to 
US$50.0 million of additional Notes on or before July 26, 2005. 
The Notes were purchased by a group of institutional investors 
led by The Prudential Insurance Company of America. 

Working capital at the end of 2002 was $173.8 million 
compared to $176.1 million in 2001. Equity increased to 
$354.0 million from $212.0 million. As detailed in the notes 
to the financial statements, Dorel has the availability on 
its various borrowing facilities to provide for continued 
operational growth. The Company is compliant with all 
covenants connected with these borrowings. 

Exchange rates had a positive impact on the balance 
sheet as the Cumulative Translation Adjustment (CTA) 
account, which is used to reflect the change in the net book 
value of Dorel’s foreign currency subsidiaries, improved from 
a debit position of $4.3 million to a credit of $2.9 million. 
This originates from both the Company's Canadian operations 
and its Dutch subsidiary and is due to the strengthening of 
the Euro and the Canadian dollar against the United States 
dollar, which is Dorel’s reporting currency. It should be noted 
that the Company's subsidiaries are considered as self- 
sustaining and as such any foreign exchange fluctuations in 
their value are reflected in the CTA account as opposed to 
the income statement. 


Risks and Uncertainties 


Product Liability 
As with all manufacturers of products designed for use by 
consumers, Dorel is subject to numerous product liability 
claims, particularly in the United States. At Dorel, there is an 
ongoing effort to improve quality control and to ensure the 
safety of its products. In this regard, Cosco maintains its own 
in house sled test for children’s car restraints. 

As detailed in the Juvenile results section, Dorel has made 
a strategic decision to become less reliant on traditional 
insurance by increasing its self-insurance product liability 
program and lessening its dependence on third-party insurers. 
The Company continues to maintain traditional insurance 
for catastrophic losses. Although Dorel believes its product 
liability insurance structure is sufficient, no assurance can be 
given that a judgment will not be rendered against it in an 
amount exceeding the amount of insurance coverage or in 
respect of a claim for which Dorel is not insured. 


Credit Risk 

Most of Dorel’s sales are to major retail chains. In recent 
years, the retail environment has been highly competitive. 

If major retailers cease operations, there could be a material 
adverse effect on the Company's consolidated results of 
operations. As detailed in Note 4 of the financial statements, 
K-Mart in the United States filed for protection from creditors 
in early 2002 and are reorganizing their affairs under relevant 
bankruptcy and insolvency legislation. The long-term outcome 
of this situation cannot reasonably be determined. Dorel is 
shipping K-Mart and this could increase Dorel’s bad debt 
expense if K-Mart were to suddenly cease operations. It 
should be noted that the Company conducts ongoing credit 
reviews and maintains credit insurance on selected accounts 
to minimize these types of risks. 


Concentration of Sales 

For the year ended December 30, 2002, approximately 69% 
of Dorel’s sales were made to its three largest customers. 
This compares to 66% in 2001. Dorel does not have long- 
term contracts with its customers, and as such sales are 
dependent upon Dorel’s continuing ability to deliver 
attractive products at a reasonable price, combined with 
high levels of service. There can be no assurance that Dorel 
will be able to sell to such customers on an economically 
advantageous basis in the future or that such customers 
will continue to buy from Dorel. 


Foreign Currency 


Over 7/3 of Dorel’s operations are based in the United States. 
As such, in 2000 the Company elected to change its reporting 
currency to the U.S. dollar to better reflect the true results 
of operations and its financial position as well as to minimize 
fluctuations in reported results. Dorel’s operating units outside 
of the United States assume the majority of the Company's 
foreign exchange risk with respect to both its purchases and 
sales. Dorel’s Canadian operations tend to benefit from a 
stronger U.S. dollar as large portions of its sales are to the 
United States and the majority of its costs are in Canadian 
dollars. Dorel’s European operations tend to suffer from a 
stronger U.S. dollar as large portions of its purchases are 

in U.S. dollars while its sales are not. Where advantageous, 
the Company uses futures and forward contracts to hedge 
against these adverse fluctuations in currency. 

Again, it should be noted that the Company’s subsidiaries 
are considered as self-sustaining. As such any foreign 
exchange fluctuations that occur upon the translation 
of their local currency financial statements are reflected 
in the CTA account on the balance sheet as opposed to 
the consolidated income statement. 


Environmental 

All Dorel segments currently operate within existing environ- 
mental regulations. Dorel made nominal capital expenditures 
with respect to environmental protection matters in 2002. 
Dorel assumed certain environmental liabilities and contin- 
gencies associated with the Michigan plant acquired with 
the purchase of Ameriwood in 1998. A provision at 
December 30, 2002 of $516 thousand has been set-up in 
connection with this liability. Any amounts incurred in excess 
of the provision are not expected to have a material adverse 
affect on the Company. 


Raw Material Costs 

Dorel’s main commodities are plastic resin, particleboard and 
paperboard. Plastic resin saw generally higher prices in 2002 
versus 2001. Particleboard and paperboard saw generally 
lower costs in 2002 versus 2001. In fact, 2002 levels for these 
two commodities were at very low levels. A dramatic increase 
in any of these costs could have an adverse effect on the 
results going forward. 
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Critical Accounting Policies and Estimates 
These statements have been prepared in accordance with 
Canadian Generally Accepted Accounting Principles. The 
preparation of these financial statements requires estimates 
and judgments that affect the reported amounts of assets, 
liabilities, revenues and expenses, and related disclosure of 
contingent assets and liabilities. A complete list of all relevant 
account policies is listed in Note 1 to the financial statements. 
We believe the following are the most critical accounting 
policies that affect Dorel’s results as presented herein and 
that would have the most material effect on the financial 
statements should these policies change or be applied 
in a different manner: 


¢ Goodwill: Under the new rules it is required that 
goodwill with an indefinite life will no longer be 
amortized to income. Instead, the Company must 
determine at least once annually whether the fair 
value of each reporting unit to which goodwill has 
been attributed is less than the carrying value of the 
reporting unit’s net assets including goodwill, thus 
indicating impairment. The fair value of a reporting 
unit and assets and liabilities within a reporting unit 
may be determined using alternative methods for 
market valuation, including quoted market prices, 
discounted cash flows and net realizable values. 
In estimating the fair value of a reporting unit, 
the Company chose a valuation method and made 
assumptions and estimates in a number of areas, 
including future cash flows and discount rates. 


¢ Product Liability: The Company is insured for product 
liability by the use of both traditional and self-funded 
insurance to mitigate its product liability exposure. 
The estimated product liability exposure was calculated 
by an independent actuarial firm based on historical 
sales volumes, past claims history and management and 
actuarial assumptions. The estimated exposure includes 
incidents that have occurred, as well as incidents antici- 
pated to occur on units sold prior to December 30, 2002. 
Significant assumptions used in the actuarial model 
include management's estimates for pending claims, 
product life cycle, discount rates, and the frequency 
and severity of product incidents. 


e Self-insurance Reserves: Certain of the Company's 
subsidiaries are self-insured up to certain limits for auto 
and general liability, workers’ compensation and certain 
employee health benefits including medical, dental, 
vision and short-term disability. Reserves are based 
on actuarial studies, where appropriate, historical 
valuations and known or estimated future claims. 


¢ Pension Plans and Post Retirement Benefits: The costs 
of pension and other postretirement benefits are calcu- 
lated based on assumptions determined by management, 
with the assistance of independent actuarial firms and 
consultants. These assumptions include the long-term 
rate of return on pension assets, discount rates for 
pension and other post-retirement benefits obligations, 
expected service period, salary increases, retirement 
ages of employees and health care cost trend rates. 


e Allowances for Sales Returns and other Customer 
Programs: At the time revenue is recognized certain 
provisions may also be recorded, including returns and 
allowances, which involve estimates based on current 
discussions with applicable customers, historical 
experience with a particular customer and/or product, 
and other relevant factors. Historical sales returns, 
allowances, write-offs, changes in our internal credit 
policies and customer concentrations are used when 
evaluating the adequacy of our allowance for sales 
returns. In addition, the Company records estimated 
reductions to revenue for customer programs and 
incentive offerings, including special pricing agree- 
ments, promotions, advertising allowances and other 
volume-based incentives. Historical sales data, written 
and verbal agreements, customer vendor agreements, 
changes in our internal credit policies and customer 
concentrations are analyzed when evaluating 
the adequacy of our allowances. 


¢ Foreign Currency Translation: The financial statements 
of the Company's self-sustaining operations whose 
functional currency is other than the United States 
dollar are translated from such functional currency to 
the United States dollar using the current rate method. 
Resulting unrealized gains or losses are accumulated as 
a separate component of shareholders’ equity. If any 
of the Company's foreign currency subsidiaries were to 
be deemed as integrated as opposed to self-sustaining, 
these gains or losses would be included in the income 
statement as opposed to the balance sheet and could 
materially affect the results for the year. 


Disclosure Controls and Procedures 
The Company's Chief Executive Officer and its Chief Financial 
Officer, after evaluating the effectiveness of the Company’s 
“disclosure controls and procedures” (as defined in Exchange 
Act Rules 13a-14(c) and 15-d-14(c)) within the 90-day period 
leading to and ending on the filing date of this annual report, 
have concluded that the Company’s disclosure controls and 
procedures were adequate and effective and designed to 
ensure that material information relating to the Company 
and its consolidated subsidiaries would have been made 
known to them. Subsequent to the Evaluation Date, there 
were no significant changes in the Company's internal 
controls or, to their knowledge, in other factors that could 
significantly affect the Company's disclosure controls and 
procedures. These certifications can be found in the 
Company’s December 30, 2002 Form 40-F to be filed with 
the SEC. 


Forward Looking Statements 

Certain sections of this Management's Discussion and 
Analysis may contain forward looking statements. Such 
statements, based on the current expectations of manage- 
ment, inherently involve numerous risks and uncertainties, 
known and unknown. Actual future results may differ. The 
risks, uncertainties and other factors that could influence 
actual results are described in the “Risks and Uncertainties” 
section of this Management's Discussion and Analysis and 
in the Corporation’s Annual Information Form. 


Management's Report 


Dorel Industries Inc.'s Annual Report for the year ended December 30, 2002, and the financial statements included 
herein, were prepared by the Corporation’s Management and approved by the Board of Directors. The Audit 
Committee of the Board is responsible for reviewing the financial statements in detail and for ensuring that the 
Corporation’s internal control systems, management policies Tale | accounting practices are adhered to. 


The financial statements contained in this Annual Report have been prepared i in accordance with the accounting 
policies which are enunciated in said report and which Management believes to be appropriate for the activities of 
the Corporation. The external auditors appointed by the Corporation's shareholders, Goldsmith Miller Hersh, have 
audited these financial statements and their report appears below. All information given in this Annual Report is 
consistent with the financial statements included herein. 


ee Pho Schuns 
Martin Schwartz 3 Jeffrey Schwartz 
President and Chief Executive Officer Vice-President, Finance 


Auditors’ Report 


TO THE SHAREHOLDERS OF DOREL INDUSTRIES INC. 


We have audited the consolidated balance sheets of DOREL INDUSTRIES INC. as at December 30, 2002 

and 2001 and the consolidated statements of income, retained earnings and cash flows for each of the years in 
the three year period ended December 30, 2002. These financial statements are the responsibility of the 
Company’s management. Our responsibility is to press an opinion on these financial statements based 

on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position 
of the Company as at December 30, 2002 and 2001 and the results of its operations and its cash flows for each of 
the years in the three year period roe December 30, 2002, in accordance with Canadian generally accepted 
accounting principles. 


Gitlmtd rll fac 


Chartered Accountants 


Montreal, Quebec 
February 7, 2003 


Consolidated Balance Sheet 


AS AT DECEMBER 30, 2002 (IN THOUSANDS OF U.S. DOLLARS) 


; 2002 2001 
ASSETS 
CURRENT ASSETS 
Cash and cash equivalents $ 54,450 $ 18,640 
Accounts receivable (Note 4) 98,267 95,445 
Inventories (Note 5) 142,157 152,411 
Prepaid expenses 10,465 8,743 
Funds held by ceding insurer (Note 20) 11,298 - 
Income taxes refundable . - 5,156 
Future income taxes a 11,114 IWS 
es enn er Nn ee a a 

327,751 291,590 

CAPITAL ASSETS (Note 6) 95,374 98,366 
DEFERRED CHARGES (Note 7) 14,111 12,557 
GOODWILL (Note 8) 155,669 151,624 
INTANGIBLE ASSETS (Note 9) ; 5,818 4,055 
FUTURE INCOME TAXES - 1,327 
OTHER ASSETS (Note 14) 11,400 9,055 


$ 610,123 $ 568,574 


2002 2001 


LIABILITIES 
CURRENT LIABILITIES 
Bank indebtedness (Note 10) $ 8,346 $ 7,911 
Accounts payable and accrued liabilities (Note 11) 131,805 104,873 
Income taxes payable 11,721 - 
Current portion of long-term debt 2,061 2,680 
153,933 115,464 . 
LONG-TERM DEBT (Note 12) 83,301 225,246 
POST-RETIREMENT BENEFIT OBLIGATION (Note 14) 13,213 12,879 
FUTURE INCOME TAXES 5,670 3,073 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 15) 138,446 63,023 
RETAINED EARNINGS 212,660 153,223 
CUMULATIVE TRANSLATION ADJUSTMENT (Note 17) 2,900 ( 4,334) 
354,006 211,912 
$ 610,123 $ 568,574 


COMMITMENTS (Note 18) 
CONTINGENT LIABILITIES (Note 19) 
PRODUCT LIABILITY (Note 20) 


See accompanying notes. 


APPROVED ON BEHALF OF THE BOARD 


/) y) f) A 
Ne Yoh hay XX hons 
CP im | ) re LIV 
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Martin Schwartz Jeffrey Schwartz 
Director Director 
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Consolidated Statement of Retained Earnings 


FOR THE YEAR ENDED DECEMBER 30, 2002 (IN THOUSANDS OF U.S. DOLLARS) 


2002 2001 2000 

Balance, beginning of year $ 153,223 $ 127,719 $ =§=119,345 
Adoption of new accounting recommendations (Note 2) - - ( 8,233 ) 

153,223 127,719 Adi etz 

Net income 61,595 25,504 17,306 

Share issue expenses (net of income taxes $1,072) ( 1,990 ) - - 
Premium paid on repurchase of shares (Note 15) ( 168 ) - ( 699 ) 
a 

BALANCE, END OF YEAR $ 212,660 $ 1537223 $ 127,719 


i 


See accompanying notes. 


Consolidated Statement of Income 


FOR THE YEAR ENDED DECEMBER 30, 2002 (IN THOUSANDS OF U.S. DOLLARS, EXCEPT PER SHARE AMOUNTS) 


2002 2001 2000 
SALES $ 992,073 $ 916,769 $ 757,540 
EXPENSES 
Cost of sales 760,423 718,123 582,741 
Operating 106,969 97,164 83,189 
Amortization 24,850 21,168 21,041 
Research and development costs 3,698 2,569 2,876 
Product liability (Note 20) - 20,000 2,300 
Restructuring costs (Note 21) - -. 9,737 
Interest on long-term debt 9,987 17,643 14,968 
Other interest 452 819 574 
SRS ae a a 
906,379 877,486 717,426 
a ee 
INCOME FROM OPERATIONS BEFORE INCOME TAXES AND 
AMORTIZATION OF GOODWILL 85,694 39,283 40,114 
Pot ahah Nea a ree 
Income taxes (Note 22) 
Current 19,388 (973) 9,389 
Future 4,711 5,704 ( 3,957) 
ee 
24,099 4,731 5,432 
cn ene EEE 
INCOME FROM CONTINUING OPERATIONS BEFORE 
AMORTIZATION OF GOODWILL 61,595 34,552 34,682 
Amortization of goodwill - 7,990 4,708 
INCOME FROM CONTINUING OPERATIONS 61,595 26,562 29,974 
LOSS FROM DISCONTINUED OPERATIONS (Note 23) - ( 1,058 ) ( 12,668 ) 
NET INCOME $ 61,595 $ 25,504 $ 17,306 
TS a a rs a ec nn a A ee eomnamets 
EARNINGS PER SHARE (Note 24) 
Basic 
Income from continuing operations before amortization of goodwill $ - $ 1.23 $ 1.23 
Income from continuing operations $ ~ $ 0.94 $ 1.07 
Net income $ 2.05 $ 0.91 $ 0.62 
Fully diluted 
Income from continuing operations before amortization of goodwill $ = $ 121 $ 1.22 
Income from continuing operations $ - $ 0.93 $ 1.05 
Net income $ 2.00 $ 0.89 $ 0.61 


See accompanying notes. 
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Consolidated Statement of Cash Flows 


FOR THE YEAR ENDED DECEMBER 30, 2002 (IN THOUSANDS OF U.S. DOLLARS) 


2002 2001 2000 
CASH PROVIDED BY (USED IN): 
OPERATING ACTIVITIES 
Income from continuing operations 61,595 26,562 29,974 
Adjustments for: 
Amortization 24,850 21,168 21,041 
Amortization of goodwill - 7,990 4,708 
Future income taxes 4,711 5,704 (3,957 ) 
(Gain) loss on disposal of capital assets 858 ( 146 ) (G25) 
Funds held by ceding insurer ( 11,298 ) - - 
Write down of assets in restructuring - = 4,354 
80,716 61,278 56,095 
Changes in non-cash working capital (Note 25) 46,222 (14,126 ) ( 6,782 ) 
CASH PROVIDED BY OPERATING ACTIVITIES 126,938 47,152 49,313 
FINANCING ACTIVITIES 
Bank indebtedness ( 902 ) 3,258 4,016 
Long-term debt ( 142,704 ) ( 40,320 ) ( 18,401 ) 
Issuance of capital stock 75,472 528 32 
Repurchase of capital stock (218 ) - (816) 
Share issue expenses ( 3,062 ) - ~ 
CASH USED IN FINANCING ACTIVITIES (71,414 ) ( 36,534 ) ( 15,169 ) 
INVESTING ACTIVITIES 
Acquisition of subsidiary companies - (9,156 ) ( 143,541 ) 
Cash acquired - 548 6,861 
- 8,608 ( 136,680 ) 
Financed by long-term debt - 8,608 136,680 
Proceeds from sale of accounts receivable ~ 27,750 - 
Additions to capital assets ( 15,840 ) (11,199 ) (CS IS)), 
Deferred charges (5,818 ) (7,050 ) ( 7,003 ) 
Intangible assets (3,571) ( 4,424 ) (571) 
Other assets 2,120 ( 1,000 ) (20) 
Proceeds from sale of discontinued operations ~ - 1,187 
CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES ( 23,109 ) 4,077 ( 22,626 ) 
NET CASH USED IN DISCONTINUED OPERATIONS - ( 3,675 ) (10,557 ) 
OTHER 
Effect of exchange rate changes on cash 3,395 950 (374) 
INCREASE IN CASH AND CASH EQUIVALENTS 35,810 11,970 587 
Cash and cash equivalents, beginning of year 18,640 6,670 6,083 
CASH AND CASH EQUIVALENTS, END OF YEAR 54,450 18,640 6,670 


See accompanying notes. 


Notes to Consolidated Financial Statements 


AS AT DECEMBER 30, 2002 (IN THOUSANDS OF U.S. DOLLARS, EXCEPT PER SHARE AMOUNTS) 


Note 1 - Nature of Operations 


Dorel Industries Inc. is a consumer products manufacturer and importer of juvenile products and home furnishings. The Company's 
principal business segments consist of ready-to-assemble (RTA) furniture, juvenile furniture and accessories, and home furnishings. 
The principal markets for the Company's products are Canada, United States and Europe. 


Note 2 - Accounting Policies 

Basis of Presentation 

The financial statements have been prepared in accordance with Canadian Generally Accepted Accounting Principles (GAAP) using 
the U.S. dollar as the reporting currency. 


The material differences between Canadian and United States GAAP are described and reconciled in Note 28. 


Basis of Consolidation 
The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries from the date of 
their acquisition. All significant intercompany accounts and transactions have been eliminated. 


Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and revenue and expenses during the period reported. Significant estimates and 
assumptions were used to evaluate the carrying value of long-lived assets; valuation allowances for accounts receivable and 
inventories; liabilities for potential litigation claims and settlements including product liability; and assets and obligations related 
to employee pension and post-retirement benefits. Actual results could differ from those estimates. 


Cash and Cash Equivalents 
All highly liquid investments with original maturities of three months or less are considered to be cash equivalents. 


Accounts Receivable 

The retained interest recorded upon the sale of accounts receivable is calculated based on the estimated fair value at the date of 
sale. To obtain fair values, management uses its best estimate of the future expected cash flows based on historical deductions for 
returns and allowances. Gains or losses on the sale of accounts receivable are recorded to the extent actual collections differ from 
the estimated fair value at the date of sale. 


Inventories 

Raw material inventories are valued at the lower of cost and replacement cost. Finished goods inventories are valued at the lower 
of cost and net realizable value. Cost is determined on a first-in; first-out basis, and on a last-in; first-out basis for one of the 
Company's subsidiaries. 


Amortization 
Capital assets are amortized as follows: 


METHOD 

Buildings and improvements Straight-line A0 years 
Machinery and equipment Declining balance 15% 
Moulds Straight-line 5 years 
Furniture and fixtures Declining balance 20% 
Vehicles Declining balance 30% 
Computer equipment Declining balance 30% 
Leasehold improvements Straight-line 5 years 


Deferred charges 
Deferred charges are carried at cost less accumulated amortization. 


Research and Development Costs 

The Company incurred costs on activities which relate to research and development of new products. Research costs are 
expensed as they are incurred. Development costs are also expensed as incurred unless they meet specific criteria related to 
technical, market and financial feasibility. The Company incurred $9,109 (2001 - $9,940) of research and development costs of 
which $3,698 (2001 - $2,569) were expensed and $5,411 (2001 - $6,921) were deferred and are being amortized to operations 
on a straight-line basis over a period of two years. Related amortization amounted to $3,754 (2001- $2,734, 2000 - $1,745). 


Financing Costs 
The Company incurred certain costs related to the issue of long-term debt. These amounts are amortized to operations on a 


straight-line basis over the terms of the related long-term debt. 
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Note 2 - Accounting Policies (cont.) 


Goodwill 

Goodwill represents the excess of the purchase price over the fair values assigned to identifiable net assets acquired of subsidiary 
companies. Effective January 1, 2002, the Company adopted the Canadian Institute of Chartered Accountants new recommendations 
under Section 3062, “Goodwill and Other Intangible Assets”. The new rules require that goodwill with an indefinite life will no 
longer be amortized to income. Instead, the Company must determine at least once annually whether the fair value of each 
reporting unit to which goodwill has been attributed is less than the carrying value of the reporting unit's net assets including 
goodwill, thus indicating impairment. Any impairments are then recorded as a separate charge against income and a reduction 
of the carrying value of goodwill. Under the transitional provisions of this standard, a transitional goodwill impairment test was 
carried out with no resulting impairment in the carrying value of goodwill. 


Intangible Assets 
Patents 
Patents are amortized by the straight-line method over their expected useful lives. 


Licences 
Licences are amortized in line with sales of products for which the licences have been acquired. 


impairment of Long-Lived Assets 

The Company evaluates the carrying value of its long-lived assets for potential impairment on an ongoing basis. The Company 
considers projected future operating results, trends and other circumstances in making such evaluations. Impaired assets are 
written down to estimated fair value, being determined based on discounted expected future cash flows. 


Foreign Currency 

The financial statements of self-sustaining operations whose functional currency is other than the United States dollar are translated 
from such functional currency to the United States dollar using the current rate method. Under this method, assets and liabilities 
are translated at the rates in effect at the balance sheet date. Income and expenses are translated at average rates of exchange 
for the year. Resulting unrealized gains or losses are accumulated as a separate component of shareholders’ equity. 


Foreign currency transactions and balances are translated using the temporal method. Under this method all monetary assets 
and liabilities are translated at the exchange rates prevailing at the balance sheet date. Non-monetary assets and liabilities are 
translated at historical exchange rates. Income and expenses are translated at the average exchange rates for the year, except for 
amortization which is translated on the same basis as the related assets. Translation gains and losses are reflected in net income. 


Derivative Financial Instruments 

The Company uses a number of derivative financial instruments, mainly foreign exchange contracts and interest-rate swap agree- 
ments to reduce its exposure to fluctuations in interest rates and foreign exchange rates. These derivative financial instruments 
are used as a method for meeting the risk reduction objectives of the Company by generating offsetting cash flows related to the 
underlying position in respect of amount and timing and are measured for effectiveness on an ongoing basis. The Company does 
not use derivative financial instruments for trading purposes. The foreign currency gains and losses on these contracts are not 
recognized in the consolidated financial statements until the underlying transaction is recorded in net income. Payments and 
receipts under interest-rate swap agreements are recognized as adjustments to interest expense. 


Beginning January 1, 2004, the Company will adopt the recommendations of the Canadian Institute of Chartered Accountants 


Guideline 13 “Hedging Relationships”, which establishes certain conditions for when hedge accounting may be applied. The 
Company has not yet determined the impact, if any, that will result from the adoption of this guideline. 


Pension Plans and Post-Retirement Benefits 
Pension Plans 
The Company's subsidiaries maintain defined benefit plans and defined contribution plans for their employees. Pension benefit 
obligations under the defined benefit plans are determined annually by independent actuaries using management's assumptions 
and the accrued benefit method. The plans provide benefits based on a defined benefit amount and length of service. 
Pension expense consists of the following: 
¢ the cost of pension benefits provided in exchange for employees’ services rendered in the period. 
e interest on the actuarial present value of accrued pension benefits less earnings on pension fund assets. 
¢ amounts which represent the amortization of the unrecognized net pension assets that arose when accounting policies were 
first applied and subsequent gains or losses arising from changes in actuarial assumptions, and experience gains or losses related 
to return on assets on the straight-line basis, over the expected average remaining service life of the employee group. 


Post-Retirement Benefits Other Than Pensions 
Post-retirement benefits other than pensions include health care and life insurance benefits for retired employees. The costs 
of providing these benefits are accrued over the working lives of employees in a manner similar to pension costs. 


Effective January 1, 2000, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants 
Section 3461 “Employee Future Benefits” which has been applied retroactively without restating prior years. The cumulative 
effect of adopting the new recommendations at January 1, 2000 was to decrease retained earnings by $6,105, increase future 
income tax assets by $4,788, and increase accumulated post-retirement benefit obligation by $11,971. 


Note 2 - Accounting Policies (cont.) 


Pension Plans and Post-Retirement Benefits (cont.) 

Significant elements in determining the assets or liabilities and related income or expense for these plans are the expected return 
on plan assets, the discount rate used to value future payment streams, expected trends in health care costs, and other actuarial 
assumptions. Annually, the Company evaluates the significant assumptions to be used to value its pension and post-retirement 
plan assets and liabilities based on current market conditions and expectations of future costs. 


Future Income Taxes 

Future income taxes relate to the expected future tax consequences of differences between the carrying amount of balance sheet 
items and their corresponding tax values using the enacted income tax rate in effect at the balance sheet date. Future income tax 
assets are recognized only to the extent that, in the opinion of management, it is more likely than not that the future income tax 
assets will be realized. Future income tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on the 
date of enactment or substantive enactment. Effective January 1, 2000, the Company adopted the recommendations of the 
Canadian Institute of Chartered Accountants Section 3465 “Income Taxes” which has been applied retroactively without restating 
prior years. The cumulative effect of adopting the new recommendations at January 1, 2000 was to decrease retained earnings 
and to increase future income tax liabilities by $2,128. ‘ 


Environmental Liabilities 
Liabilities are recorded when environmental claims or remedial efforts are probable, and the costs can be reasonably estimated. 
Environmental expenditures related to current operations are generally expensed as incurred. 


Reclassifications 
Certain of the prior years’ accounts have been reclassified to conform to the 2002 financial statement presentation. Segmented 
information has been adjusted to reflect the reclassifications between the Ready-to-Assemble and Home Furnishings Segments. 


Change in Accounting Principles 

Effective January 1, 2002, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants 
Section 3870, “Stock-Based Compensation and Other Stock-Based Payments”. This standard applies to awards granted after 
January 1, 2002, and is to be applied prospectively. The Company will not change the method currently used to account for stock 
options granted to employees, but will provide the required pro-forma disclosures on the impact of the fair value method, which 
produces estimated compensation charges. The Company's stock option plan and other disclosures are outlined in Note 16. 


Future Accounting Changes 

Beginning March 31, 2003, the Company will adopt the recommendations of the Canadian Institute of Chartered Accountants 
Accounting Guideline 14 “Disclosure of Guarantees”, which establishes disclosure requirements for any obligations and risks 
arising from issuing guarantees. 


Note 3 - Business Acquisitions 


On April 27, 2001, the Company acquired all the outstanding shares of Quint B.V., a developer and distributor of juvenile products 
including strollers and furniture for a total consideration of $9,156, which was financed through long-term debt. 


The assets acquired and liabilities assumed consist of the following: 


Assets 
Cash $ 548 
Accounts receivable 1,995 
Inventories 3,117 
Capital assets 276 
Goodwill 7,924 
le. aa 
$ 13,860 
Liabilities 
Accounts payable and accrued liabilities 3,915 
Long-term debt 789 
cae 
4,704 


na 


Total purchase price $ 9,156 


On June 6, 2000, the Company acquired all the outstanding shares of Safety 1%, Inc., a developer, marketer and distributor of 
juvenile products including child safety and childcare, convenience, activity, and home security products, mainly based in the 
U.S.A., for a total consideration of $150,488, which was financed through long-term debt in the amount of $136,680. 
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Note 3 - Business Acquisitions (cont.) 
The assets acquired and liabilities assumed consist of the following: 


Assets 

Cash $ 6,861 
Accounts receivable 24,187 
Inventories 25,071 
Capital assets 18,817 
Goodwill 144,242 
Future income taxes 12,351 
Other assets 5,259 
$ 236,788 

Liabilities . 
Accounts payable and accrued liabilities Ds) PIPE 
Long-term debt 61,073 
86,300 
Total purchase price $ 150,488 


These combinations have been recorded under the purchase method of accounting with the results of operations of the acquired 
businesses being included in the accompanying consolidated financial statements since the date of acquisition. 


Note 4 - Accounts Receivable 
Accounts receivable consist of the following: 


2002 2001 

Accounts receivable $ 158,006 $ 146,918 
Allowance for anticipated credits (54,711) ( 47,265 ) 
Allowance for doubtful accounts (5,028 ) ( 4,208 ) 

$ 98,267 $ 95,445 


The Company entered into an agreement with a third party to sell $30 million of eligible accounts receivable at a discount. Under 
this agreement, the Company acts as the servicer of the receivable and is permitted to sell, on a revolving basis, additional eligible 
accounts receivable to the extent amounts are collected on previously sold receivables. As at December 30, 2002, the Company 
sold $30,000 (2001 - $29,236) of accounts receivable under this agreement and excluded this amount from the balance as at 
December 30, 2002 and 2001, respectively. The Company also recorded a retained interest in the sold receivables representing the 
estimated fair value retained at the date of sale. At December 30, 2002 and 2001, the retained interest totalling $750 is included 
in prepaid expenses. 

On January 22, 2002, one of the Company's larger customers, K-Mart Corporation (“K-Mart”) and 37 of its subsidiaries filed voluntary 
petitions for reorganization under Chapter 11 of the United States Bankruptcy Code. As at December 30, 2002, the Company has 
included in accounts receivable, gross pre-petition receivables from K-Mart totalling approximately $22,918. In addition, the 
Company has provided for its allowance for anticipated credits certain reserves for returns and allowances, advertising and other 
anticipated deductions related specifically to the gross pre-petition receivables. Management believes that it will be granted the 
right of offset for these anticipated deductions through the bankruptcy claims administration process. Insurance claims have been 
filed representing a significant portion of its net pre-petition receivables from K-Mart. Management believes that its remaining 
allowances for anticipated credits and doubtful accounts recorded at December 30, 2002, are adequate to cover any potential 
losses associated with the receivables from K-Mart, net of insurance recoveries. 


Note 5 - Inventories 
Inventories consist of the following: 


2002 2001 
Raw materials $ 32,508 $ 36,674 
Work in process 7,107 8,744 
Finished goods 102,542 106,993 


$ 142,157 $ 152,411 


Note 6 - Capital Assets 


ACCUMULATED NET 

COST AMORTIZATION 2002 2001 
Land $ 1,799 $ - $ 1,799 $ ors, 
Buildings and improvements 42,866 9,671 33,195 33,144 
Machinery and equipment 67,227 39,513 27,714 31,955 
Moulds 62,132 44,492 17,640 17,324 
Furniture and fixtures 4,209 2121 2,088 2,689 
Vehicles 632 525 107 168 
Computer equipment 10,305 5,829 4,476 3,760 
Leasehold improvements 2,909 1,694 1,215 743 
Construction in progress - equipment 7,140 ~ 7,140 5,583 
Equipment under capital lease ~ - - 1123 
$ 199,219 $ 103,845 $ 95,374 $ 98,366 

Note 7 - Deferred Charges 
2002 2001 
Development costs $ 11,002 $ 8,689 
Financing costs 1,125 1,832 
Other 1,984 2,036 
$ 14,111 $ 12,557 


Amortization of deferred development costs and all other deferred charges amounted to $3,754 (2001 - $2,734, 2000 - $1,745) 
and $1,633 (2001 - $1,297, 2000 - $722), respectively. 

Upon the acquisition of Safety 1%, Inc. in 2000, the Company capitalized a fixed rate interest swap acquired as part of the 
transaction, based on its fair value at the date of acquisition. The notional amount of the swap agreement totals $35,000. The 
agreement requires the Company to pay a fixed rate of 6.38% in exchange for 3-month LIBOR and matures on December 1, 2004. 
The capitalized swap is amortized using the straight-line method from the acquisition date over the remaining term of the 
agreement. Periodic interest settlements are recorded in interest expense, net. As at December 30, 2002, the net book value of 
the swap included in other deferred charges is $623 (2001 - $935). 


Note 8 - Goodwill 


The following table summarizes the impact of adopting the new standard: 


2002 2001 2000 

Net income $ 61,595 $ 25,504 $ 17,306 

Amortization of goodwill - 7,990 4,708 

Adjusted net income $ 61,595 $ 33,494 $ 22,014 

Adjusted basic earnings per share $ 2.05 $ 1.20 $ 0.78 

Adjusted fully diluted earnings per share $ 2.00 $ LV $ 0.78 
Note 9 - Intangible Assets 

ACCUMULATED NET 

cost AMORTIZATION 2602 2001 

Patents $ 5,951 $ 1,597 $ 4,354 $ 4,055 

Licences 1,638 174 1,463 - 

$ 7,589 $ 1,771 $ 5,818 $ 4,055 
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Note 10 - Bank Indebtedness 


The average interest rates on the outstanding borrowings for 2002 and 2001 were 4.89% and 5.6%, respectively. As at 
December 30, 2002, the Company had unused and available bank lines of credit amounting to approximately $26,109 


(2001 - $14,649), renegotiated annually. 


Note 11 - Accounts Payable and Accrued Liabilities 


2002 2001 

Accounts payable $ 91,178 $ 82,286 
Salaries payable 13,405 9,287 
Product liability 27,222 13,300 
$ 131,805 $ 104,873 


Note 12 - Long-Term Debt 


2002 2001 


Series “A” Senior Guaranteed Notes 


Bearing interest at 6.80 % per annum with principal 
repayments commencing in 2004 as follows: 


e 5 annual instalments of $1,000 ending in July 2008 
e 1 instalment of $8,500 in July 2009 
e 2 annual instalments of $10,000 ending in July 2011 


¢ 1 final instalment of $16,500 ending in July 2012 $ 


Term Notes 
Bearing interest at 7.50% per annum with principal repayments as follows: 
¢ 1 annual instalment of $1,500 ending in April 2003 
e 5 annual instalments of $4,800 ending in April 2008 
Bearing interest at 7.63% per annum with principal repayments as follows: 
¢ 1 annual instalment of $500 ending in June 2003 
e 5 annual instalments of $1,600 ending in June 2008 
Revolving Bank Loans . 


Bearing interest at various rates per annum, averaging 6.05% based 
on LIBOR or U.S. bank rates, total availability of $275,000. 


Other 


Obligations under capital lease 


Current portion 


The aggregate repayments in subsequent years of existing long-term debt will be: 


2003 
2004 
2005 
2006 
2007 


50,000 


25,500 


8,500 


1,362 


85,362 
2,061 


83,301 


$ 


27,000 


9,000 


190,000 
1,301 
625 


227,926 
2,680 


225,246 


2,061 
7,461 
7,461 
7,461 
7,461 


31,905 


Note 13 - Financial Instruments 


In the normal course of business, the Company uses various financial instruments, including derivative financial instruments, for 
purposes other than trading. The Company uses derivative financial instruments as outlined in Note 2, to reduce exposure to 
fluctuations in interest rates and foreign exchange rates. The derivative financial instruments include foreign exchange contracts 
and interest rate swaps. The non-derivative financial instruments include those as outlined below. By their nature, all such 
instruments involve risk, including market risk and the credit risk of non performance by counterparties. These financial 
instruments are subject to normal credit standards, financial controls, risk management as well as monitoring procedures. 


Fair Value of Recognized Financial Instruments 
Following is a table which sets out the fair values of recognized financial instruments using the valuation methods and 
assumptions described below: 


DECEMBER 30, 2002 DECEMBER 30, 2001 


CARRYING  — *~FAIR. _—_—_—_—sC CARRYING 


VALUE Coy VALUE VALUE 


Financial Assets 


Cash and cash equivalents $ 54,450 $ 54,450 $ 18,640 $ 18,640 

Accounts receivable 98,267 98,267 95,445 95,445 

Interest rate swap 623 (3,191) 935 ( 2,969 ) 
Financial Liabilities 

Bank indebtedness 8,346 8,346 7,911 7,911 

Accounts payable and accrued liabilities 131,805 131,805 104,873 104,873 

Long-term debt 85,362 88,904 227,926 223,651 


The carrying amounts shown in the table above are those which are included in the balance sheet and/or notes to the financial 
statements. 


Determination of Fair Value 

The following methods and assumptions were used to estimate the fair values of each class of financial instruments: 
Cash and cash equivalents, accounts receivable, bank indebtedness, accounts payable and accrued liabilities - 
The carrying amounts approximate fair value because of the short maturity of those financial instruments. 
Interest rate swap - The fair value is computed based on the difference between mid-market levels and the fixed 
swap rate as at December 30, 2002. 
Long-term debt - The fair value is estimated based on discounting expected future cash flows at the discount rates 
which represent borrowing rates presently available to the Company for loans with similar terms and maturity. 
Letters of credit - As described in Note 18, the Company has certain letter of credit facilities of which management 
does not expect any material losses to result from these instruments. 


Foreign Exchange Risk Management 
The Company enters into various types of foreign exchange contracts to manage its exposure to foreign currency risk as indicated 
in the following table: 


DECEMBER 30, 2002 DECEMBER 30, 2001 DECEMBER 30, 2000 


NOTIONAL FAIR NOTIONAL FAIR NOTIONAL 

AMOUNT . VALUE AMOUNT VALUE AMOUNT 
Future contracts $ 9,318 $ 9,508 $ 20,820 $ 20,780 $ 69,684 $ 69,823 
Forward exchange contracts 5,000 5,305 301 298 8,000 7,924 
Options - - - - 5,500 5535 


The term of the currency derivatives ranges from three to twelve months. The Company’s market risk with respect to foreign 
exchange contracts is limited to the exchange rate differential. 

Deferred unrealized gains (losses) on these contracts are presented in the following table, showing the periods in which they are 
expected to be recognized in income. 
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Note 13 - Financial Instruments (cont.) 


2002 2001 2000 
To be recognized within 
Three months $ 370 $ (18) $ (9) 
Six months 31 (10) 38 
Nine months 67 (CH) 52 
Twelve months 75 (8) 15 
$ 545 $ (43) $ 96 


Concentrations of Credit Risk 
Substantially all accounts receivable arise from sales to the retail industry. Accounts receivable from major customers comprised 
50.75% and 59.1% of the total at December 30, 2002 and 2001, respectively. 


Note 14 - Benefit Plans 


Pension Benefits 

One of the Company's subsidiaries maintains defined benefit pension plans for specific employees. Obligations under the defined — 
benefit plans are determined annually by independent actuaries using management's assumptions and the accrued benefit 
method. The plans provide benefits based on a defined benefit amount and length of service. 


Information regarding the Company's defined benefit plans is as follows: 


2002 2001 


Accrued benefit obligation: 


Balance, beginning of year $ 16,835 $ 14,881 
Current service cost 353 327 
Interest cost 1,204 Up ilZAs) 
Plan amendments (144) 720 
Benefits paid { 1,139 ) (13023) 
Actuarial losses 1,008 754 
Balance, end of year 18,117 16,835 
Plan assets: 
Fair value, beginning of year 17,041 Wiss 
Actual return on plan assets (2,717) (2,265 ) 
Employer contributions ; 4,700 2,750 
Benefits paid ( 1,139 ) (1,023) 
Fair value, end of year 17,885 17,041 
Funded status-plan surplus (deficit) ( 232 ) 206 
Unamortized actuarial loss 10,101 4,931 
Unamortized prior service cost 1,531 1,822 
Unamortized transition obligation - (24) 
Accrued benefit asset $ 11,400 $ 6,935 


The accrued benefit asset relating to pension benefits is included in other assets. 


Net pension costs for the defined benefit plan comprise the following: 


2002 2001 2000 
Current service cost, net of employee contributions $ 353 $ 327 $ Bi7, 
Interest cost 1,204 Ws ; 151 
Expected return on assets ( 1,617 ) ( 1,635 ) ( 1,662 ) 
Amortization of prior service costs 146 110 110 
Amortization of net actuarial (gain)/loss 173 - - 
Amortization of transition obligation (24) (63 ) (63) 
Pension expense (benefit): $ 235 $ (85) $ (147) 


Total expense under the defined contribution plans was $2,197 (2001 - $1,416, 2000 - $1,641). 


Note 14 - Benefit Plans (cont.) 


Post-Retirement Benefits 
One of the Company’s subsidiaries maintains a defined benefit post-retirement benefit plan for substantially all its employees. 


Information regarding this Company’s post-retirement benefit plan is as follows: 


2002 2001 


Accrued benefit obligation: 


Balance, beginning of year $ 9,076 $ 11,569 
Current service cost 392 306 
Interest cost 731 807 
Plan amendments - ( 1,481 ) 
Benefits paid (555) (751) 
Actuarial (gains)/losses 1,523 ( 1,374 ) 
Balance, end of year 11,167 9,076 
Plan assets: 
Employer contributions 555 751 


Benefits paid (555) (751) 


Fair value, end of year - - 


Funded status-plan deficit ( 11,167 ) (9,076) 
Unamortized actuarial (gain)/loss (749) (2,359) 
Unamortized prior service costs ( 1,297 ) ( 1,444 ) 
Accrued benefit liability $ " €:13;213) $ ( 12,879 ) 


Net costs for the post-retirement benefit plan comprise the following: 


2002 2001 2000 
Current service cost, net of employee contributions $ 392 $ 306 $ 296 
Interest cost 732 807 792 
Amortization of net actuarial (gain)/loss ( 147 ) (92) - 
Amortization of prior service costs ( 66 ) (37) (55) 
Net benefit plan expense $ 911 $ 984 $ 1,033 


Weighted average assumptions as at December 30, 2002: 


pee PENSION BENEFITS ————s«sPOST-RETIREMENT BENEFITS — 


Discount rate 6.75 % 7.50 % 8.00 % 6.75 % 7.50 % 
Expected long-term return on plan assets 9.50 % 9.50 % 9.50 % ~ - 


Plan assets are measured using the fair value method. Unamortized actuarial gains and losses and prior service costs are 
recognized over the expected average remaining service period. 

The Company's health benefit costs were estimated to increase with an annual rate of 9.0% during 2002 (2001 - 7.5%) decreasing 
to an annual growth rate of 5% in 2007 and thereafter. 

Certain of the Company's subsidiaries have elected to act as self-insurer for certain costs related to all active employee health and 
accident programs. The expense for the year ended December 30, 2002 was $9,388 (2001 - $9,007, 2000 - $8,494) under this self- 
insured benefit program. 

Certain of the Company's subsidiaries maintain a non-qualified deferred compensation plan for certain highly compensated 
employees, which provides for employer contributions, and are held in a trust. The total contributions made under these plans for 
the year ended December 30, 2002 was $65 (2001 - $15, 2000 - $39). 
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Note 15 - Capital Stock 


The capital stock of the Company is as follows: 


Authorized 
An unlimited number of preferred shares without nominal or par value, issuable in series. 


An unlimited number of Class “A” Multiple Voting Shares without nominal or par value, convertible at any time at the option 
of the holder into Class “B"” Subordinate Voting Shares on a one-for-one basis. 


An unlimited number of Class “B” Subordinate Voting Shares without nominal or par value, convertible into Class “A” Multiple 
Voting Shares, under certain circumstances, if an offer is made to purchase the Class “A” shares. 


Details of the issued and outstanding shares are as follows: 


2002 200 


Class “A” Multiple Voting Shares 


Balance, beginning of year 4,940,360 $ 2,168 5,035,260 $ 2,207 
Converted from Class “A” to Class “B” (1) ( 30,900 } (12) ( 94,900 ) (39) 
Balance, end of year 4,909,460 2,156 4,940,360 2,168 


Class “B” Subordinate Voting Shares 


Balance, beginning of year 23,230,132 60,855 23,090,232 60,288 
Converted from Class “A” to Class “B” (1) 30,900 12 94,900 39 
Issuance of capital stock (2) 2,929,200 72,435 - - 
Issued under stock option plan 216,000 3,037 45,000 528 
Repurchase of capital stock (3) ( 10,000 ) (49) - = 
Balance, end of year 26,396,232 136,290 23,230,132 60,855 
TOTAL CAPITAL STOCK $ 138,446 $ 63,023 


1. During the year, the Company converted 30,900 (2001 - 94,900) Class “A” Multiple Voting Shares into Class “B” Subordinate 
Voting Shares at an average rate of $0.40 per share (2001 - $0.41 per share). 


2. Under an agreement dated April 26, 2002 between the Company and a syndicate of underwriters led by CIBC World Markets Inc., 
the Company agreed to sell and the underwriters agreed to purchase 2,929,200 Class “B” Subordinate Voting Shares at a price 
of $24.73 ($CAN 38.50) for an aggregate consideration of $72,435 ($CAN 112,774) all pursuant to a prospectus dated May 8, 2002. 


3. Under a Normal Course Issuer Bid effective August 9, 2002, the Company indicated its intention to purchase up to 200,000 
Class “B” Subordinate Voting Shares at the prevailing market price. The program expires on August 8, 2003. During the year, 
the Company purchased for cancellation by way of a Normal Course Issuer Bid on the Toronto Stock Exchange 10,000 Class “B” 
Subordinate Voting shares for the total consideration of $217. 


4. On September 21, 2000, the Company granted to Hasbro, Inc. as partial consideration for the licence agreement, 200,000 share 
purchase warrants to purchase 200,000 Class “B” Subordinate Voting Shares at an exercise price of $19.10 expiring no later 
than September 21, 2005. 


In January 2003, Hasbro, Inc. exercised the 200,000 share purchase warrants. 


Note 16 - Stock Options 


Under various plans, the Company may grant stock options on the Class “B” Subordinate Voting Shares at the discretion of the 
board of directors, to senior executives and certain key employees. The exercise price is the market price of the securities at the 
date the options may be granted. The maximum number of Class “B” Subordinate Voting Shares which may be issued under the 
plans is 4,500,000. No option granted may be exercised during the first year following its granting and is exercisable, on a 
cumulative basis, at the rate of 25% in each of the following four years, and will expire no later than the year 2007. 


Note 16 - Stock Options (cont.) 


The Company’‘s stock option plan is as follows: 


WEIGHTED WEIGHTED 

AVERAGE AVERAGE 

EXERCISE EXERCISE 

OPTIONS PRICE OPTIONS PRICE 

Options outstanding, beginning of year 1,414,000 $ 13.69 1,503,000 $ 372 
Granted 884,000 20.80 15,000 16.47 
Exercised ( 216,000 ) 15.24 ( 45,000 ) 11.73 
Cancelled ( 3,000 ) 18.53 (59,000 ) 16.24 


Options outstanding, end of year 2,079,000 $ 16.55 1,414,000 $ 13.69 


A summary of options outstanding at December 39, 2002 is as follows: 


TOTAL OUTSTANDING TOTAL EXERCISABLE 


WEIGHTED 
WEIGHTED AVERAGE WEIGHTED 
AVERAGE CONTRACTUAL AVERAGE 
RANGE OF EXERCISE REMAINING | EXERCISE 
EXERCISE PRICES ss OPTIONS PRICE. LIFE OPTIONS PRICE 
$12.47 - $16.28 1,029,000 $ 12.60 0.86 1,012,750 $ 12.54 
$17.00 - $24.73 1,050,000 $ 20.40 3.87 91,750 $ 18.31 
$12.47 - $24.73 2,079,000 $ 16.55 2.38 1,104,500 $ 13.02 


lf the Company had elected to recognize compensation costs based on the fair value at the date of grant, consistent with the 
provisions of the Canadian Institute of Chartered Accountants Section 3870, the Company's net income and earnings per share 
would have been reduced to the following pro-forma amounts: 


Net income As reported $ 61,595 
Pro forma $ 60,572 
Basic earnings per share As reported $ 2.05 
Pro forma $ 2.01 
Fully diluted earnings per share As reported $ 2.00 
Pro forma $ 1.97 
Weighted-average fair value of options granted during the year $ 7.70 


The above pro-forma net income and earnings per share were computed using the fair value of granted options as at 
the date of grant as calculated by the Black-Scholes option method. In order to perform the calculation the following weighted 
average assumptions were made for the fiscal year 2002: 


Risk-free interest rate 4.33 % 
Dividend yield Nil 
Volatility factor of the expected market price of the Company's share capital 0.349 
Term to maturity 2.38 
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Note 17 - Cumulative Translation Adjustment 
An analysis of the cumulative translation adjustment included in shareholders’ equity is as follows: 


2002 2001 2000 
Balance, beginning of year $ ( 4,334 ) $ (410) $ 2,422 
Translation of self-sustaining foreign operations 7,234 (3,924 ) ( 3,668 ) 
Translation of foreign loans hedging net investment 
in foreign operations - - 836 
Balance, end of year $ 2,900 $ ( 4,334) $ (410) 


Note 18 - Commitments 


a) The Company has entered into long-term lease agreements bearing various expiry dates to the year 2012. The minimum 
annual rentals exclusive of additional charges will be as follows: 


2003 $ 10,952 
2004 10,300 
2005 8,871 
2006 5,876 
2007 5,237 

$ 41,236 


b) The Company has letter of credit facilities totalling $33,000 (2001 - $19,390) of which unaccepted letters of credit outstanding 
as at December 30, 2002 and 2001 amount to $22,152 and $6,578, respectively. 


c) Dorel Insurance Corporation, as required under the terms of its reinsurance agreement, has issued an irrevocable letter of credit 
in the amount of $4,500,000. 


Note 19 - Contingent Liabilities 


The Company is involved in various legal actions and party to a number of other claims or potential claims that have arisen 

in the normal course of business, the outcome of which is not yet determinable. In the opinion of management, based on 
information presently available, any monetary liability or financial impact of such lawsuits, claims or potential claims to which 

the Company might be subject would not be material to the consolidated financial position of the Company and the consolidated 
results of operations. 


Note 20 - Product Liability 


The Company is insured for product liability by the use of both traditional and self-funded insurance to mitigate its product 
liability exposure. The Company is insured for product liability by a third party insurer which is fully reinsured by the Company's 
wholly owned subsidiary, Dorel Insurance Corporation, which functions as a captive insurance company. The third-party insurance 
company’s coverage is limited to the fair value of the assets held by the captive insurance company. The Company also has various 
excess insurance policies for product liability incidents which occurred prior to December 20, 2002. 


The estimated product liability exposure was calculated by an independent actuary based on historical sales volumes, past claims 
history and management and actuarial assumptions. The estimated exposure includes incidents that have occurred, as well as 
incidents anticipated to occur on units sold prior to December 30, 2002. Significant assumptions used in the actuarial model 
include management's estimates for pending claims, product life cycle, discount rates, and the frequency and severity of 
product incidents. 


As at December 30, 2002, the Company's total exposure related to current and future product liability incidents was estimated 
to range from $25,158 to $31,877. The Company's recorded liability of $27,222 and $13,300 as at December 30, 2002 and 2001, 
respectively, represents the difference between the Company's total estimated exposure and the fair value of the assets held 
by the captive. 


Funds Held by Ceding Insurer 

Dorel Insurance Corporation, the captive insurance company, has entered into a reinsurance agreement whereby funds are 
withheld by the ceding insurer, for the purpose of payment of net losses related to product liability claims. These funds bear 
interest at a rate of 1.64% per annum. 


Note 21 - Restructuring Costs 


During 2000, the Company recorded a pretax charge of $9,737, associated with the merger and integration of Safety 1%, Inc.’s 
operations and plant facilities. Included in this total were asset impairments of $4,354, severance and other employment related 
costs of $2,067, distribution consolidation costs of $2,852 and other costs of $464. The consolidation of the distribution facilities 
and payment of the remaining severance and employment related costs were completed during 2002. Accordingly there were no 
amounts recorded in accounts payable and accrued liabilities as at December 30, 2002. At December 30, 2001, approximately 
$1,828 of restructuring costs were recorded in accounts payable and accrued liabilities. 


Note 22 - Income Taxes 


Variations of income tax expense from the basic Canadian Federal and Provincial combined tax rates applicable to income from 
operations before income taxes are as follows: 


2002 2001 2000 
PROVISION FOR INCOME TAXES $ 29,993 35.0 % $ 10,952 35.0 % $ 14,162 40.0 % 
ADD (DEDUCT) EFFECT OF: 
Non-allowable amortization - - 2,640 8.4 % 1,597 45 % 
Difference in effective tax rates 
of foreign subsidiaries ( 2,761) (3.2)% ( 2,648 ) (8.5)% C2'070,)) (5.99% 
Recovery of income taxes arising from 
the use of unrecorded tax benefits ( 2,979 ) (3.5)% (6,127) (19.6)% C857 1) 24.23% 
Other - net (154) (0.2)% ( 86) (0.2)% 314 0.9 % 
ACTUAL PROVISION FOR INCOME TAXES $ 24,099 28.1 % $ 4,731 15.1 % $ 5,432 15,3°% 


ee 


The following presents the Canadian and foreign components of income from operations before income taxes and income tax 
expense for the years ended December 30: 


2002 2001 2000 
Details of income from operations: 

Domestic $ 14,868 $ (59) $ ( 8,653 ) 
Foreign 70,826 31,352 44,059 
et avin snp einneainsndippea apy cenenanies elaine Sarees’ 

Income from operations before income taxes $ 85,694 $ 31,293 $ 35,406 


er ——————————————————————————————————— 


Details of income tax expense: 


Current 
Domestic $ 4,907 $ ( 1,208 ) $ (314) 
Foreign 14,481 235 9,703 
in 1, A ee ee 
19,388 (973) 9,389 
a 
Future 
Domestic ( 208 ) 319 58 
Foreign 4,919 5,385 (4,015) 
s/n Se 
4,711 5,704 (3,957) 
TS aac 
Total income taxes $ 24,099 $ 4,731 $ 5,432 
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Note 23 - Discontinued Operations 


In December 2000, the Company adopted a plan to discontinue the operations of the Fort Smith, Arkansas wooden crib 
manufacturing facility and sell the existing assets. Accordingly, the operating results of the Fort Smith, Arkansas facility have been 
classified as discontinued operations in the accompanying consolidated statement of income. All manufacturing operations in Fort 
Smith ceased during June 2001. The Company recorded a loss on disposal from discontinued operations of $1,058 in 2001 
resulting from higher-than-anticipated operating losses. At December 30, 2001, the consolidated balance sheet includes $5,379 of 
inventory and $1,222 of capital assets relating to Fort Smith. At December 30, 2002, the consolidated balance sheet includes 
approximately $600 of inventory relating to Fort Smith, which is expected to be sold during 2003. All other activities related to 
the closure of this operation have been completed as at December 30, 2002. 

In December 2000, the Company adopted a plan to discontinue the import and sale of strollers through its subsidiary company 
Dorel (U.K.) Limited. Accordingly, the operating results for 2000 have been classified as discontinued operations in the 
accompanying consolidated statement of income. 

On September 30, 2000, the Company sold capital assets and certain prepaid expenses of Infantino, Inc. in the amount of $1,187. 
In addition, the purchaser was obligated to acquire the inventory from the Company at book value. Inventory consigned to the 
purchaser totalled $1,221 and $3,724 in 2001 and 2000, respectively. Accordingly, the results of Infantino, Inc. have been classified 
as discontinued operations in the accompanying consolidated statement of income. 


Operating results from discontinued operations are as follows: 


2001 2000 


Sales $ - ok 36,311 
ee ee 
Operating loss - ( 10,489 ) 
Income tax benefit - 2,534 
nae ON ae 
Loss from discontinued operations ~ (7,955 ) 
oe 
Pre-tax loss on disposal of discontinued operations (251018) (7,650 ) 
Income tax benefit 1,043 2,937 
ee 
Loss on disposal of discontinued operations ( 1,058 ) (4,713 ) 
eee ee a 
Discontinued operations - net of tax $ ( 1,058 ) $ ( 12,668 ) 


—_ee 


Net assets of discontinued operations are as follows: 


Current assets $ 6,600 
Capital assets 1-222 
Total assets of discontinued operations $ 7,822 


Note 24 - Earnings Per Share 


The following table provides a reconciliation between the number of basic and fully diluted shares outstanding: 


2002 2001 2000 
Weighted daily average number of Class “A” 
Multiple and Class “B” Subordinate Voting Shares 30,097,165 28,159,026 28,124,956 
Dilutive effect of stock options and share 
purchase warrants 642,073 409,540 392,225 
Weighted average number of diluted shares 30,739,238 28,568,566 28,517,181 


—— 


Number of anti-dilutive stock options or share 

purchase warrants excluded from fully diluted 

earnings per share calculation 100,000 200,000 - 411,000 
en ene en ee ee ee 
Effective January 1, 2001, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants 
Section 3500, “Earnings Per Share” which has been applied retroactively with the restatement of prior year comparative 
information. This section requires the use of the treasury stock method to compute the dilutive effect of stock options and stock 
purchase warrants. Adoption of the new recommendations as at January 1, 2001 did not have a significant impact on the diluted 
earnings per share. 


Note 25 - Statement of Cash Flows 


Net changes in non-cash working capital balances relating to continuing operations are as follows: 


2002 2001 2000 
Accounts receivable $ (950) $ 2,320 $ 1,613 
Inventories 12,831 ( 10,646 )’ ( 20,104 ) 
Prepaid expenses ( 5,798 ) 245 (4,541 ) 
Accounts payable and accrued liabilities 24,931 2,042 17,310 
Income taxes 15,208 ( 8,087 ) ( 1,060 ) 
Total $ 46,222 $ = ( 14,126 ) $ ( 6,782 ) 
Supplementary disclosure: 

2002 2001 2000 
Interest paid $ 9,342 $ 17,556 $ 14,525 
Income taxes paid $ 12,983 $ 1,546 $ 7,782 
Income taxes received $ 5,400 $ ~ $ - 


Note 26 - Segmented Information 
The Company's significant business segments include: 
¢ Juvenile Products Segment: Engaged in the design, manufacture and distribution of children’s furniture and accessories which 
include infant car seats, strollers, high chairs, toddler beds, cribs and infant health and safety aids. 
¢ Ready-to-Assembly Segment: Engaged in the design, manufacture and distribution of ready-to-assemble furniture which 
include office and bedroom furniture, bookcases and storage solutions as well as entertainment and home theatre units. 
¢ Home Furnishings Segment: Engaged in the design, manufacture and distribution of home furnishings which includes metal 
folding furniture, futons, step stools, ladders and other imported furniture items. 
The accounting policies used to prepare the information by business segment are the same as those used to prepare the 
consolidated financial statements of the Company as described in Note 2. 
The Company evaluates financial performance based on measures of income from continuing operations before interest, income 
taxes, amortization of goodwill and special items. Inter-segment sales were immaterial for the years ended December 30, 2002, 
2001, and 2000. 


Geographic Segments 


_CAPITAL ASSETS AND GOODWILL | 


2002 2001 2000 2002 2001 2000 


Canada $ 157,153 $ 145,672 $ 141,409 $ 11,152 $ 11,800 $ 13,931 
United States 708,850 682,417 553,491 214,224 219,429 230,396 
Other foreign countries 126,070 88,680 62,640 25,667 18,761 10,584 
Total $ 992,073 $ 916,769 $ 757,540 $ 251,043 $ 249,990 $ 254,911 
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Note 26 - Segmented Information (cont.) 
Industry Segments 


Sales to 
customers 


Inter-segment 
sales 


SALES 


Cost of sales 


and operating 


expenses 
Amortization 


Earnings from 
operations 


Interest 
Income taxes 


Product liability 


Restructuring 
costs 


Income from 
continuing 
operations 
before 
amortization 
of goodwill 


Total assets 


Additions to 
capital assets 


Goodwill 


992,073 


992,073 


860,968 


23,585 


107,520 
15,217 
29,955 


62,348 


539,637 


15,817 


916,769 


916,769 


810,516 
20,031 


86,222 
21,013 
12,064 
20,000 


33,145 


542,609 


11,454 


757,540 


757,540 


661,907 
20,075 


75,558 
17,742 
10,888 

2,300 


ist 


34,891 


564,642 


15,064 


2002 


528,446 


528,446 


| 469,166 
16,291 


42,989 
15,222 
8,434 


19,333 


2001 


503,892 


503,892 


452,226 
13,326 


38,340 
18,258 
( 3,786 ) 
20,000 


3,868 


2000 


369,582 


87 


369,669 


325,817 
10,618 


33,234 
14,006 
1,298 
2,300 


S) PSH 


5,893 


2002 


257,513 


257,513 


205,123 
4,404 


47,986 


(1,789 ) 


17,678 


32,097 


2001 


260,235 


260,235 


209,990 
4,602 


45,643 
502 
15,806 


29,335 


2000 


273,447 


273,447 


227 Ae 
7,185 


39,090 
(AIS 
9,618 


27,757 


| 362,992 378,211 382,529 99,257 85,563 121,848 


10,260 


The continuity of goodwill by business is as follows: 


Balance, 
beginning 
of year 


Additions 
Amortization 
Foreign 


exchange 
and other 


Balance, 
end of year 


151,624 


4,045 


155,669 


148,896 
- 7,924 
(7990)) 


2,794 


151,624 


WAS 
141,083 
( 4,708 ) 


(390 ) 


148,896 


147,202 


151,247 


8,484 


144,199 
7,924 
(ZETMNS), 


2,794 


147,202 


9,647 | 


7,939 
141,083 
( 4,433 ) 


(390 ) 


144,199 


5,064 


4,422 


4,422 


1,543 


4,697 


(2753) 


4,422 


3,006 


4,972 


(275 ) 


4,697 


206,114 


206,114 


186,679 
2,890 


16,545 
1,784 
3,843 


10,918 


77,387 


493 


152,642 


152,642 


148,300 
2,103 


2,239 
2253 
44 


(58) 


80,835 


1,427 


114,511 


114,511 


108,918 
2,272 


3,321 
2,021 
(28) 


1,328 


60,265 


2,411 


Note 26 - Segmented Information (cont.) 


2002 2001 2000 
Reconciliations: 
Net Income 
Total income from continuing operations before amortization 
of goodwill for reportable segments $ 62,348 $ 33,145 $ 34,891 
Corporate expenses 753 ( 1,407 ) 209 
Amortization of goodwill - 7,990 4,708 
Loss from discontinued operations - 1,058 12,668 
Net income $ 61,595 $ 25,504 $ 17,306 
Total Assets 
Total assets for reportable segments $ 539,637 $ 542,609 $ 564,642 
Corporate assets 70,486 25,965 11,402 
Total assets $ 610,123 $ 568,574 $ 576,044 


Concentration of Credit Risk 


Sales to major customers were concentrated as follows: 


UNITED STATES — FOREIGN 
2002 2001 2000 2002 2001 2000 2002 2001 2000 
Juvenile 1.2 % 1.3% 0.8 % 30.8% 294% 32.2% - - - 
Ready-to-Assemble 4.9% 5.0 % 7.83% 16.2% 175% 168% ~ - - 
Home Furnishings 5.3 % 5.8 % 4.9% 6.5 % 6.9 % 45% ce 0.5 % 0.8 % 


Note 27 - Subsequent Event 

On January 29, 2003, the Company signed a share purchase agreement to purchase the shares of AMPA Group, a juvenile 
products manufacturer located in Cholet, France, for a total consideration of approximately $245,000, including acquisition costs. 
This acquisition will be financed by the issuance of $110,000 Senior Guaranteed Notes, the use of unused banking facilities and 
cash. The Company is presently in the process of allocating the cost of the purchase to the net assets acquired. 


Note 28 - United States Accounting Principles 

The Company's consolidated financial statements have been prepared in accordance with accounting principles generally accepted 
in Canada (Canadian GAAP) which, in the case of the Company, conform in all material respects with those in the United States 
(U.S. GAAP) and with the requirements of the Securities and Exchange Commission (SEC), except as follows: 


Deferred Charges 
Canadian GAAP allows for the deferral and amortization of development costs if specific criteria are met. Under U.S. GAAP all 


costs classified as development costs are expensed as incurred. 


Deferred Income Taxes 

In 2000, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants Section 3465, “Income 
Taxes” which were applied retroactively without restating prior years. These new standards substantially conform to those in the 
United States as contained in SFAS No. 109, “Accounting for Income Taxes”. Prior to 2000, under Canadian GAAP, income taxes 
were recorded under the deferred method which provided for tax allocation on differences between accounting income and 
taxable income for the period using the tax rates and regulations existing for that year. 
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Note 28 - United States Accounting Principles (cont.) 


Pension Plans and Post Retirement Benefits Other than Pensions 

In 2000, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants Section 3461, “Employee 
Future Benefits” which were applied retroactively without restating prior years. These standards substantially conform to those in 
the United States. Prior to 2000, post-retirement benefits other than pensions were generally charged to operations as incurred. 


Under U.S. GAAP, if the accumulated benefit obligation exceeds the market value of plan assets, a minimum liability for the excess 
is recognized to the extent that the liability recorded in the balance sheet is less than the minimum liability. Any portion of this 
additional liability that relates to unrecognized past service cost is recognized as an intangible asset which the remainder is 
charged to other comprehensive income. Canadian GAAP has no such requirement to record a minimum liability. 


Accounting for Derivative Instruments and Hedging Activities 

SFAS No. 133 “Accounting for Derivative Instruments and Hedging Activities” requires that all derivative instruments, including 
those embedded in other contracts, be recorded on the balance sheet at their fair value. Changes in the fair value of derivatives 
are recorded each period in income from operations or other comprehensive income depending on the intended use of the 
derivative, its resulting designation and its effectiveness. If a derivative instrument is designated as a hedge and meets the criteria 
for hedge effectiveness, an offset to income from operations is available but only to the extent that the hedge is effective. The 
ineffective portion of the change in fair value of a derivative instrument that meets the hedge criteria is recognized in current 
income from operations. 


Goodwill 

Under Canadian GAAP, certain incremental costs incurred in connection with an acquisition were allowed to be included in either 
the allocation of the purchase price to the acquired assets and liabilities, or in the results of the Consolidated Statement of Income. 
U.S. GAAP requires that certain incremental costs be included as part of the purchase price allocation and resulting goodwill. 


Income Before Amortization of Goodwill 
Under Canadian GAAP, recently issued Section 1581 “Business Combinations” permits amortization of goodwill to be presented 
net-of-tax on a separate line in the Consolidated Statement of Income. This presentation is not currently permitted under U.S. GAAP. 


Stock Options 

The United States Financial Accounting Standards Board has issued standard SFAS No. 123 for accounting for stock based 
compensation. The Company has elected to continue to account for its stock-based compensation plan under the guidelines 
of Accounting Principles Board Opinion No. 25 for purposes of reconciliation to U.S. GAAP; however, additional disclosure as 
required by the guidelines of SFAS No. 123 is included below. 


In accordance with Company policy, the exercise price of the Company's employee stock option equals the market price of the 
underlying stock on the date of grant. Accordingly, under the rules of APB 25, no related compensation expense was recorded 
in the Company’s results of operations for U.S. GAAP purposes. 

If the Company had elected to recognize compensation costs based on the fair value at the date of grant, consistent with 


the provisions of SFAS No. 123, the Company's net income and earnings per share would have been reduced to the following 
pro-forma amounts: 


2002 2001 2000 

Pro-forma income from continuing operations for U.S. GAAP $ 59,723 $ 20,165 $ 25,696 
Loss from discontinued operations - ( 1,058 ) ( 12,668 ) 
Pro-forma net income for U.S. GAAP $ 59,723 $ 19,107 $ 13,028 
Pro-forma earnings per share: 

Basic 

Pro-forma income from continuing operations $ 1.99 $ 0.72 $ 0.91 

Pro-forma net income $ 1.99 $ 0.68 $ 0.46 

Fully Diluted 

Pro-forma income from continuing operations 1.94 $ 0.71 $ 0.90 


Fr Hr 


Pro-forma net income 1.94 $ 0.67 $ 0.46 


Note 28 - United States Accounting Principles (cont.) 


The above stated pro-forma net income and earnings per share were computed using the fair value of granted options as at the 
date of grant as calculated by the Black-Scholes option method. In order to perform the calculation the following weighted 
average assumptions were made for fiscal years 2002, 2001 and 2000: 


2002 2001 2000 
Risk-free interest rate 4.33 % 5.81 % | PS a 
Dividend yield Nil Nil Nil 
Volatility factor of the expected market price of the Company's share capital 0.349 0.354 0.348 
Term to maturity 2.38 1.67 2.80 


Retained Earnings 

Under Canadian GAAP, stock issue costs are shown as an adjustment to retained earnings. Under U.S. GAAP, the carrying amount 
of capital stock is shown net of issue costs. 

The following table reconciles the net income as reported on the consolidated statement of income to the net income that would 
have been reported had the financial statements been prepared in accordance with the United States Accounting Principles and 
the requirements of the SEC: 


2002 2001 2000 
Income from continuing operations in accordance with Canadian GAAP $ 61,595 $ 26,562 $ 29,974 
Adjustments to reconcile financial statements to U.S. GAAP: 
Deferred product development costs ( 1,648 ) (3,964 ) (2,275) 
Accounting for derivatives 332 (2,264 ) ( 366 ) 
Goodwill amortization - ( 402 ) { 123) 
Interest expense - (675) - 
Income taxes 467 2,583 ( 420) 
( 849 ) (4,722 ) ( 3,184 ) 
Cumulative effect of change in adopting SFAS No. 133 
“Accounting for Derivative Instruments and Hedging Activities”, 
net of income taxes - ( 665 ) - 
( 849 ) ( 5,387 ) ( 3,184 ) 
Income from continuing operations in accordance with U.S. GAAP 60,746 Pa WAS 26,790 
Loss from discontinued operations - ( 1,058 ) ( 12,668 ) 
Net income in accordance with U.S. GAAP $ 60,746 $ 20,117 $ 14,122 
Earnings per share: 
Basic 
Income from continuing operations $ 2.02 $ 0.75 $ 0.95 
Net income $ 2.02 $ 0.71 $ 0.50 
Fully Diluted 
Income from continuing operations $ 1.98 $ 0.74 $ 0.94 
Net income $ 1.98 $ 0.70 $ 0.50 
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Note 28 - United States Accounting Principles (cont.) 


The following summarizes the balance sheet amounts in accordance with U.S. GAAP where different from the amounts reported 
under Canadian GAAP: 


2002 2001 


Deferred charges nS 2,743 $ isis 
Goodwill 157,370 157,318 
Other assets 12,931 - 
Deferred income tax asset - net long term 1,182 1,632 
Accounts payable and accrued liabilities 143,248 104,907 
Other long-term liabilities 3,191 - 
Capital stock 134,667 61,234 
Retained earnings 207,118 147,682 
Minimum pension adjustment ( 6,263 ) - 
Cumulative translation adjustment 2,565 (4,279 ) 


The components of deferred taxes are as follows: 


2002 2001 


Current deferred income tax assets: 


Reserves and allowances $ 11,081 $ 10,877 
Other 33 318 
Net current deferred income tax assets $ 11,114 $ 11,195 


Long-term deferred income tax assets: 


Employee pensions $ 4,610 $ 2,232 
Share issue costs 773 74 
Development costs 1,773 2,027 
Operating loss carry forwards 3,074 8,385 
Derivatives 1,393 1,501 
Other 438 151 
Total long-term deferred income tax assets 12,061 14,370 


Long-term deferred income tax liabilities: 


Employee pensions 154 131 
Capital assets 7,950 11,363 
Intangible assets 2,775 1,244 
Total long-term deferred income tax liabilities 10,879 12,738 


Net long-term deferred income tax assets $ 1,182 $ 1,632 


Note 28 - United States Accounting Principles (cont.) 


The Company's Statement of Cash Flows determined in accordance with U.S. GAAP would be as follows: 


2002 2001 2000 
Operating activities $ 121,592 $ 40,451 $ 45,287 
Financing activities ( 71,414 ) ( 36,534 ) ( 15,169 ) 
Investing activities ( 17,763 ) 10,778 ( 18,600 ) 
Net cash used in discontinued operations - (3,675) (10,557 ) 
Effect of exchange rates on cash 3,395 950 ( 374) 
Increase in cash and cash equivalents $ 35,810 $ 11,970 $ 587 


Comprehensive Income 

The United States Financial Accounting Standards Board has issued, SFAS No. 130, “Reporting Comprehensive Income”. For the 
Company, the principal difference between net income, as historically reported in the consolidated statement of income and 
comprehensive income, is foreign currency translation recorded in shareholders’ equity and minimum pension liability not yet 
recognized as a net periodic pension cost. Comprehensive income is as follows: 


2002 2001 2000 
Net income in accordance with U.S. GAAP $ 60,746 $ 20,117 $ 14,122 
Foreign currency translation adjustments 4,702 ( 2,623 ) ( 1,893 ) 
Minimum pension liability adjustments ( 6,263 ) ~ - 
Cumulative effect of change in adopting SFAS No. 133 
“Accounting for Derivative Instruments and Hedging Activities”, 
net of income taxes = (413) ~ 
Realization of deferred amounts net of income taxes - 413 ~ 
Comprehensive income $ 59,185 $ 17,494 $ 12,229 
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